MUTUAL SECURITY ACT OF 1957 


HEARINGS 


BEFORE THE 
COMMITTEE ON FOREIGN AFFAIRS 
HOUSE OF REPRESENTATIY ES 
EIGHTY-FIFTH CONGRESS 
FIRST SESSION 


THE EXECUTIVE BRANCH PROPOSED DRAFT BILL TO 
AMEND THE MUTUAL SECURITY ACT OF 1954 


JUNE 10, 11, 13, AND 14, 1957 
PART IV 


Printed for the use of the Committee on Foreign Affairs 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1957 





COMMITTEE ON FOREIGN AFFAIRS 
THOMAS 8S. GORDON, Illinois, Chairman 


THOMAS E. MORGAN, Pennsylvania ROBERT B. CHIPERFIELD, Illinois 

A. 8. J. CARNAHAN, Missouri JOHN M. VORYS, Ohio 

CLEMENT J. ZABLOCKI, Wisconsin FRANCES P. BOLTON, Ohio 

OMAR BURLESON, Texas LAWRENCB H. SMITH, Wisconsin 
BROOKS HAYS, Arkansas CHESTER E. MERROW, New Hampshire 
EDNA F. KELLY, New York WALTER H. JUDD, Minnesota 

WAYNE L. HAYS, Ohio JAMES G. FULTON, Pennsylvania 
ROBERT C. BYRD, West Virginia DONALD L. JACKSON, California 
ARMISTEAD I. SELDEN, Jr., Alabama KARL M. LECOMPTE, Iowa 

J. L. PILCHER, Georgia EDMUND P. RADWAN, New York 
BARRATT O’HARA, Illinois ALBERT P. MORANO, Connecticut 

L. H. FOUNTAIN, North Carolina MARGUERITE STITT CHURCH, Illinois 
DANTE B. FASCELL, Florida E. ROSS ADAIR, Indiana 

FRANK M. COFFIN, Maine WINSTON L. PROUTY, Vermont 
LEONARD FARBSTEIN, New York ALVIN M. BENTLEY, Michigan 


D. S. SAUND, California 
Boyp CRAWFORD, Staff Administrator 
Roy J. BuLLOcK, Staff Consultant 
ALBERT C, F. WESTPHAL, Staff Consultant 
SHELDON Z. KAPLAN, Staff Consultant 
DuMOND PECK HIL1u, Staff Consultant 
FRANKLIN J. Scuupp, Staff Consultant 
JUNE NIGH, Staff Assistant 
WINIPFRED G. OSBORNE, Staff Assistant 
HELEN C. MatTTas, Staff Assistant 
MYRTIE MELVIN, Staff Assistant 
HELEN L. HASHAGEN, Staff Assistant 
MARY LOUISE O'BRIEN, Staff Assistant 
ROBERT J. BOWEN, Clerical Assistant 


II 





CONTENTS 


WITNESSES 
Monday, June 10, 1957: Page 
Dulles, Hon. John Foster, Secretary of State_.....--....._-___---_- 511 
Tuesday, June 11, 1957: 
Norstad, Gen, Lauris, Supreme Commander, Allied Powers, Europe._. 539 
Thursday, June 13, 1957: 
Richards, Hon. James P., Special Assistant to the President______ 559 


Burdett, William, Special Assistant to the Assistant Secretary for 
Near Eastern, South Asian, and African Affairs, Department of 
State____ : x 582 


Friday, June 14, 1957: 
Hollister, Hon. John B., Director, International Cooperation 
I rien i ghamni en sisi laa tag ae aaa ta 595 


STATEMENTS AND MEMORANDUMS SUBMITTED FOR THE RECORD 


Letter from Gen. Lauris Norstad, Supreme Commander, Allied Powers, 
Europe, to Hon. Thomas 8. Gordon, Chairman, furnishing views con- 
cerning section 401 (a) of the Mutual Security Act of 1954 (Kersten 
amendment) eae : Cis Sebi 55 

Memorandum submitted by ‘International Cooperation Administration, 
entitled “the Achievements of United States Foreign Aid Programs’’_- 607-616 

Letter from Hon. John B. Hollister, Director, ICA, to Hon. Porter Hardy, 

Jr., Chairman, International Operations Subcommittee, enclosing ICA 
comments on conclusions of House Committee on Government Opera- 
tions contained in the report, United States Aid Operations in Iran_. 619-629 

Comments on the conclusions of the House Committee on Government 

Operations contained in the report, United States aid operations in Iran, 


~ 
é 


furnished by ICA___-_- - warn hes ____ 619-629 
Mutual security program, estimated unexpended, unobligated, ‘and unli- 
quidated balances as of June 30, 1957, furnished by ICA_ . 638 


Memorandum submitted by ICA on provisions of present mutual security 
legislation and of the pending Mutual Security Act of 1957, relating to 
transferability of funds and special authority for using funds_-_--_-_-_-_ ~~ 640— 

Memorandum submitted by ICA on ICA policies and programs for the 
advancement of private enterprise in aid-recipient countries__-— ~~ --- 

Letter from Mrs. Jane 8. Birge, American Association of University 
Women, State of Maine Division, to Hon. Frank M. Coffin, relative 
CD Gihe DORI NEN GAG TOOOINORD gs UN occa eee uasinn esas ou cae 

Statement submitted by American Association of University Women, 
relative to the mutual security program... _--_-- Sas ae al a 

Statement submitted by Mrs. R. I. C. Prout, president, General Federation 
of Women’s Clubs, relative to the mutual security program. at 

Statement submitted by Paul D. Thompson, Sr., Washington, D. C., con- 
cernitig the MiUIGUhl BeCUTICY PTORTEM. .... 465s 6 occ ec ci nciiedswwamne 


CHARTS 
Mutual security program, type of authorization, type of appropriation, 
hecal year 1068 Tew appronriAtiones «oon 6 ow ne wc we eccmesencccacua 597 
Summary of mutual security program, fiscal year 1957 appropriations, 
fiscal year 1968 appropriation Trequest....<... <2 senewaccncewceduucacs 598 








MUTUAL SECURITY ACT OF 1957 





MONDAY, JUNE 10, 1957 


Hovse or REPRESENTATIVES, 
COMMITTEE ON ForEIGN AFFAIRS, 
Washington, D.C. 

The committee met, pursuant to call, at 10:40 a..m., in room G-3, 
United States C apitol, Hon, Thomas 8. Gordon (chairman) presiding. 

Chairman Gorpon. Good morning, ladies and gentlemen. The com- 
mittee will come to order, please, We are meet ing this morning to con- 
tinue the hearings on the extension of the mutual secur ity program. 

Our first witness will be the Secretar y of State, the Honorable John 
Foster Dulles. 

Mr. Secretary, if you have a prepared statement, you may proceed. 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


Secretary Duties. Mr. Chairman, I do have a prepared statement. 
I think copies of it have ie circulated. With your permission, I 
would like to read it to you and the other members of the committee. 

Chairman Gorpon. As you like, Mr. Secretary. 

Secretary Duties. Mr. C hairman, you have invited me to discuss 
the legislation recommended by the President to carry out future 
mutual security 3 ograms. 

First of all, I thank this committee for its constructive activities 
over the past year in seeking to clarify issues involved in this matter. 
The hearings conducted by your committee last fall, and the draft 
report submitted by your former chairman, have been particularly 
helpful. 

The President and I were also impressed by the hearings conducted 
throughout the country by the subcommittee under the leadership of 
Congressmen Carnahan and Merrow. Those hearings revealed a large 
measure of public understanding of our Nation’s mutual security 
activities, and preponderant support for them. 

We believe that this year such understanding and support can be in- 
creased by a new and clarifying formulation of the programs. 

I use the plural “programs” because the money we spend abroad 
under the Mutual Security Act is not on a single program. So-called 

“foreign aid” is a term given to several quite distinct programs. Eacl 
of those is addressed to different purposes. Each employs separate 
means. Each must be considered on its own merits. 

There are, in essence, four major programs. 

First, the mutual defense assistance program. This is designed to 
provide military equipment for allied and friendly military forces; 
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to assure needed facilities abroad, and to provide, for these purposes, 
economic support. 

Second, the development assistance program. This is to help free 
countries achieve economic growth. 

Third, the technical assistance program. Thereby we share our 
skills with these countries. 

Fourth, the special assistance programs. This is to meet particular 
needs and emergencies that cannot appropriately be met through the 
three preceding programs. 


MUTUAL DEFENSE ASSISTANCE 


This committee is fully alive to the seriousness of the Sino-Soviet 
military threat. Despite recent emphasis on economic and cultural 
penetration, the Sino-Soviet bloc unremittingly expands and modern- 
izes its military force. As said in the draft report prepared for this 
committee last fall, at some later time— 

Soviet economic diplomacy [may] be thrown aside and communism * * * emerge 
once more in its revolutionary aspects, relying on external force or internal Com- 
munist violence to come to power. 

What checks that now is not any moral repugnance of international 
communism to the use of force. It is the deterrent of the collective 
security system we have helped to build. 

But no free country can by itself, alone, create this deterrent through 
its own resources and facilities. So we have a collective security system 
which binds us and 42 other free countries in a common defense against 
a common peril. 

Since 1950, we have provided around $17 billion in military equip- 
ment, plus some supporting economic assistance, to our allies’ military 
programs. During this same period, our allies have spent over $100 
billion for defense. T hey have also provided manpower for the armed 
forces of the free world, and they have provided sites for highly valu- 
able bases for our and their forces. 

Without our assistance, these military programs of our allies could 
not have been carried out. 

With these programs, we are enabled to spend far less on our own 
military programs—and to achieve far greater security—than would 
otherwise be the case. 

Collective security is truly a case in which the whole is greater than 
the sum of the parts. And the instrument which creates the whole 
out of these parts is our mutual defense assistance program. 

This program consists of two elements: 

First, the provision of weapons and military equipment to friendly 
forces. 

Second, economic aid given to allied countries to compensate their 
economies for contributions made to the common defense. Many of 
the less developed countries, such as Korea, Taiwan, and Vietnam, can- 
not maintain the mutually agreed force levels without some outside 
support. 

In the past, this economic aid has been called “defense support.” 
But the same term has also been used to describe assistance to some 
of these same countries for other purposes, such as economic develop- 
ment. 
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This labeling has produced misunderstanding, both at home and 
abroad. We believe that the term “defense support” should hereafter 
be used to describe aid granted solely in relation to military programs. 

Other forms of assistance to these same countries, especially for 
economic development, should be dealt with separately. Thus, we can 
clarify the purposes for which our resources are being used, and the 
cost and nature of the different programs which serve these purposes. 

The draft report submitted to this committee last fall noted that 

observations presented to the committee during its hearings: 
* * * point up the oneness of our defense program. This is supported by the 
testimony of the Chairman of the Joint Chiefs of Staff and all other military ex- 
perts appearing before the committee, who are unanimous in stating that foreign 
military aid is part and parcel of our own defense program. This combined 
evidence makes it clear that funds requested for foreign military assistance 
should be placed in the defense budget and presented to the Congress on that 
basis. 

Mr. Chairman, the President accepts that view and has recom- 
mended that both categories of assistance—military equipment and 
defense support—should be recognized and treated as an essential ele- 
ment of our own worldwide national defense effort. 

To do this effectively, he requests that appropriations for both 
should now be so authorized that hereafter they may be included as 
separate part of the regular appropriations for the Department of 
Defense. 

This proposal is consistent with the conclusions of the draft report 
to your committee that— 
the most logical procedure would be for military funds to be placed by the 
Executive in the defense budget and then for the continuing authorization to be 
handled by the Congress by the same methods and by the same channels now 
handling our own defense program. 

This will contribute further to the clarification of our different pur- 
poses which we are trying to bring about. It will make abundantly 
clear, both at home and abroad, that our defense assistance programs— 
both end-items and defense support—are designed to support the 
military defense effort. 

To avoid wasteful duplication and make full use of existing facilities, 
however, defense support should continue to be administered by the 
ICA together with other programs of an economic nature. And both 
military assistance and defense support would continue under the 
foreign policy guidance of the President and the Secretary of State. 

Following this concept, the executive branch will later submit to 
the Congress an appropriation request for fiscal year 1958 for $1.9 
billion for the provision of weapons and military equipment, and 
$900 million for defense support. 

This totals $2.8 billion and is approximately three-fourths of what 
we are asking the Congress to appropriate this year for all the mutual 
security programs. 

Let me add this postscript : We are actively seeking, through United 
Nations procedures, ways whereby armaments can be safely reduced. 
But the task is immensely complicated by the fact that it is not safe 
for us to alter and weaken the military dispositions which protect us 
merely because of Soviet promises. There must be dependable super- 
vision and control of all promises, and procedures to assure that we 
may not be victimized by promises that are illusory. 
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Today, the Soviet rulers propagandize volubly about peace and dis- 
armament. But we do not yet know whether they are, in fact, willing 
to accept the safeguards and procedures which will make disarmament 
safe for the free nations and make it prudent to base peace more on 


disarmament and less on deterrent and defensive strength and co- 
hesion. 


Let us never forget these significant facts: 

International communism has seized by force or the threat of force 
all or major parts of nearly a score of nations, with aggregate popula- 
tions of about 900 million peop! e. Noo ne of these seized nations was, 
at the time of seizure, protected by treaties of mutual security and the 
common-defense system created thereunder, But not one nation which 
did share in such a common defense has been lost to international 
communism. 

Such a record shows what folly it would be for us to agree to dis- 
mantle our common-defense system in reliance on unsupervised Soviet 
promises. It would be equal folly to dismantle that system by our own 
action and ourselves wreck or weaken the collective defenses which 
provide a proved deterrent against aggression at the least cost. 


ECONOMIC DEVELOPMENT 


The second main aspect of mutual security is that which helps less 
developed free countries achieve economic growth. 

The report made for this committee last fall recommends- 

a program of long-range development assistance based on the requirements of the 
country and without conditions other than those necessary to assure effective use 
of our aid. 

We agree with this recommendation, and we further agree with the 
committee’s conclusion that 
in the long run, the United States would benefit economically and politically if 
the underdeveloped countries were developed. 

Nineteen—the twentieth, Malaya, will be coming into full freedom 
within a matter of weeks—new nations have come into existence since 

Vorld War Il. These nations contain about a third of the world’s 
populat ion. Most of th em are close physically and ot ographically to 
the Soviet-Communist China bloc 

These are nations where poverty is age-old. But the apathy with 
which they have hitherto accepted that poverty is disappearing. The 
coming of political independence has aroused hope and determination 
to achieve also economic growth. 

The people demand leadership which will demonstrate that fact 
If there is not such growth under mode Tr ite democratic leadership, that 
leadership may be swept away to be replaced by extremist leaders who, 
if not themselves Communist, would ps susceptible to Communist 
influence. 

But there are serious initial obstacles in the way of starting the 
processes of economic growth. There is a shortage—sometimes an 
absence—of technicians. And, with incomes at the barest subsistence 
levels, very little can be saved and invested. Without outside help, the 
prospec TSO yf econ omic orowth are indee d ve ry slim. 

It is these considerations which have in the past led us to conclude 
that it is in our national interest to assist in the economic development 
of the less developed countries. 
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Kresh study merely confirms the view that both national self-inter- 
est and national idealism demand that we help the people of these 
nations to remain free so that their strategic lands should not fall 
under Communist control, and so that their resources should be avail- 
able to their own people and the free people of the world as a whole. 

The President now recommends the establishment of a development 
loan fund as the most economical and effective way to stimulate the 
needed economic growth. The purpose of the fund would be to 
place our development financing on a more businesslike basis, com- 
parable to that of the World Bank and the E xport-Import Bank. It 
would place primary responsibility for economic development where 
it belongs—on the receiving countries—and it would provide develop- 
ment financing in ways which would stimulate these countries to great- 
er self-help, and private investors and other financing sources to in- 
creased activity. 

If the fund is to do this, several ¢ ‘hs anges will be required in present 
procedures. The most imports int of f these would be designed to pro- 
vide the fund with an assurance that specified amounts would be 
available for development purposes in future years. 

Only with this assurance can the fund offer a convincing incentive 
to the less developed countries to plan sound development projects or 
programs which they need and can justify. 

Only with this assurance will these countries be encouraged both 
to work with the fund over a considerable period in evaluating and 
improving these projects and then to embark upon them with vigor 
and confidence. 

And, finally, only with this assurance will private investors, the 
World Bank, and the Export-Import Bank have sufficient confidence 
in the future of the fund’s activity to feel safe in relating their plans 
to that activity. 

How are we to secure this assurance—without which the fund would 
be but a new name for what we are already doing? This could not be 
done by a general declaration in the law or even by an authorization 
for future annual appropriations. There would be no reasonable as- 
surance under either of these procedures that an adequate amount 
would be added to the fund’s capital in future years. 

“The heart of the problem,” as your report very rightly observes, 

“hes in the annual sation’ ization-appropriation cycle.” We can only 
escape from that cycle through action which sets specific sums of 
money aside and which indicates the times at which they are to become 
available to the fund. 

Although this degree of assurance of continuity is an essential of the 
fund concept, we recognize that, because the fund is a new departure, 
the Congress feels a responsibility to retain control over it so that, if it 
should not progress as we all hope, it will be possible to bring about 
necessary changes before too great an amount of public funds becomes 
committed. 

We have had this very much in mind, and we believe we have de- 
vised a proposal which meets both requirements—that for the fund’s 
effectiveness and that for continuing congressional control. In order 
to do both these things, we are asking: 

First, for an appropriation of $500 million for fiscal year 1958 and 
an authorization to borrow from the Treasury up to $750 million in 
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each of the next 2 fiscal years—thus securing the necessary assurance 
of future resources. 

Second, that only the initial $500 million be available for obligation 
in fiscal year 1958. The amounts for 1959 and 1960 would not become 
available for use by the fund before these years, respectively. 

This would insure continuing congressional control over the fund’s 
resources, for it would enable ‘the C ongress to amend or curtail the 
fund’s activity before 1959 or 1960, if it so desired, with the assurance 
that the fund would not have obligated any of the resources that were 
to become available to it in these years. 

Full reports of the fund’s activities would be made to the Congress 
semiannually and each year, during the mutual security presentation, 
the executive branch would review with the authorizing committees the 
fund’s past activities and future plans. 

I would like to turn now to our ideas as to how the fund would 
work. 

First, its financing would be on a loan basis. But, because of the 
pioneering nature of the effort, the loan terms would be less rigid than 
those of existing institutions. Repayment, for example, might be in 
foreign currencies as well as dollars. 

Second, the fund would seek cooperation with private investors and 
established lending institutions. It could participate in joint finance 
ing with such investors or with the World Bank or the Export-Import 
Bank. 

It could not loan its funds where private investment or financing 
by existing agencies would be available for the same purpose. Thus, 
its activity should increase rather than reduce the activity of other 
financing sources. 

Third, the fund could be used only for specific development proj- 
ects or programs which after thorough examination are found to be 
technically and economically sound and which could be expected to 
contribute to the economic progress of the borrowing country. It 
would not be used to meet emergencies or other needs for short-term 
assistance. 

How should this fund be administered? I do not think that we need 
now to give an answer for all time. However, I do feel, and feel 
strongly, that initially the fund should be under the policy guidance 
of the Department of State. 

The fund, at its inception, will represent a transition from a mixed 
system of grants and of loans which were wholly under the policy 
direction of the Department of State. It is now proposed to shift to 
a more conservative type of operation. But the shift needs to be 
made without shock—and at least during the initial period there 
ought to be continued the policy guidance of the Department of State. 
To establish the fund initially as a purely fiscal institution would be 
to deprive us of an essential instrument of foreign policy. 

I do not say that this will always be the case. I hope that, after 
the fund has become operative, State Department direction would be 
relaxed, but I am convinced that to take away initially State De- 
partment guidance would be to subject our foreign relations in this 
field to an excessively abrupt change. 

With respect to the size of the fund, I observe that most of the 
studies of economic development assistance which were conducted this 
year for the Congress, for the executive branch, and for various pri- 
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vate organizations, agree that present development assistance pro- 
grams do not provide resources of sufficient magnitude. Our own ex- 
perience and our knowledge of pending projects in less developed 
countries testify to both these facts. 

I have served in the Congress and I understand and share its desire 
to hold Federal expenditures to the lowest level consistent with na- 
tional safety. I believe the sums requested by the President for this 
fund are conservative figures. 

In this fiscal year, under our present programs, we will finance over 
$400 million of developmental activities, and we want to be in a posi- 
tion to increase moderately the present level of financing. The need 
is to be able to initiate development which will be sufficiently vigorous 
to attract funds from other sources and to stimulate domestic capital 
formations. 

To provide inadequate resources might be wasteful, for it would 
postpone the receiving countries’ achievement of a self-sustaining rate 
of growth and thus tend to perpetuate the requirement for United 
States assistance. 

TECHNICAL COOPERATION 


Closely related to economic development activities which would be 
taken through the fund is our program of technical cooperation. This 
program has proved its worth as a long-term instrument of United 
States policy and the President has therefore recommended that it 
should be authorized on a more permanent basis. 

We believe this program should continue substantially as at pres- 
ent, and the President has recommended an appropriation of 
$168,900,000 for it next year. This figure includes, in addition to our 
regular bilateral program, our contribution to the technical assistance 
programs of both the Organization of the American States and the 
United Nations. 

SPECIAL ASSISTANCE 


There are some programs, like the malaria eradication program, 
that do not fit into any of the preceding categories. ; 

There will also be occasions when it will be in our national interest 
to furnish assistance which is not designed to support cur common 
defense effort and which could not properly be handled through the 
development fund or technical assistance. 

Vhere are bound to be emergency situations which we cannot foresee 
and there are bound to be efforts we need to support without prospect 
of repayment. 

International communism is constantly probing to discover and 
exploit weak points within the free world. We cannot tell in advance 
where these weak points will develop or the amount of pressure which 
international communism will bring to bear. 

During the last few years there have been emergency situations in 
many places where immediate grant aid was necessary. Such situ- 
ations have arisen in relation, for example, to Iran, Jordan, Hun- 
garian refugees, and Guatemala. 

It can be soberly estimated that international communism would 
have gained spectacular victories, and that freedom would have suffered 
tragic defeats, if the President had not had flexible funds to use to 
meet unpredictable emergencies. The fact that the President has 
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had such funds has meant on net balance a vast saving to the cause 
of freedom. 

Aid of this nature is designed to meet immediate needs, not to 
finance long-term programs. It is appropriate that it should be 
authorized anew each year. The President has this year asked for 
the authorization of an appropriation of $300 million for this type 
of assistance. 

CONCLUSION 


Mr. Chairman, the total program which I have outlined reflects 
the results of the intensive study which has been given to this subject 
during the past year. 

Such study has been given by the exec utive branch of Government, 
by both Houses of Congress, and by special groups of qualified per- 
sons whe have been asked | ry the President and by the Congress to 
study this problem. 

These studies indicate no substantial disagreement as to the need 
for our mutual security programs. 

There is also an unusual consensus as to the general order of magni- 
tude which these programs should assume. 

And there is a large measure of agreement that our mutual security 
programs can be better organized. 

The executive branch shares these views: they are reflected in the 
proposed legislation which we now lay before you. 

Thank you, Mr. Chairman. 

Chairman Gorpon. Thank you, Mr. Secretary. I feel that you 
have made an impressive appeal for the President’s foreign aid pro- 
gram. 

We will open the meeting now for questions, each member being 
limited to 5 minutes. I will start off with the question: Does the 
program you are presenting to the committee provide the funds nec- 
essary to meet our obligations in the Middle East for the next fiseal 
year ? 

Secretary Duties. Yes, sir. We believe that it does. You will 
recall that wh 1en the President came before the Congress and presented 
his Middle East program early in January of this year, he indicated 
that he scald ask for a special fund of $200 million for the Middle 
East area. 

This legislation does not reflect in that particular form what the 
President at that time forecast. In substance, it does, because that 
$200 million was designed to cover both, I should say, all three of 
the aspects, indeed, all four of the aspects which I have presented 
to you here today: the defense assistance, the development and techni 
cal assistance, and unprogramed or special assistance. 

We have in one or another of these four categories of programs 
included in our estimate the sums equivalent to what the President 
forecast in his statement to the Congress last January. 

Chairman Gorvon. Mr. Secretary, I have another question: Do 
you anticipate that the negotiations conducted by our former chair 
man and now of course Ambassador Richards may result in an addi- 
tional requirement not covered by the program as presented? 

Sec retary Duties. We contempl: ite, Mr. Chairman, a possibility of 
some requirements that were not foreseen or indeed foreseeable at the 
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time when the Richards mission went out there and made its com- 
mitments. 

This is an area where perhaps above all at the present moment un- 
foreseen occurrences are apt to happen. I would anticipate that there 
will be some emergency needs in that area which were not fully fore- 
seen at the time. These needs would be covered by the unprogramed 
special assistance funds. 

Chairman Gorpvon. Thank you very much, Mr. Secretary. Mr. 
Vorys 

Mr. Vorys. Mr. Secretary, that was a brilliantly clear statement 
that you gave us, describing for us the 4 different programs that meet 
the 4 facets of the problem. 

This year, by necessity, all 4 of them are presented to us in 1 
piece of legislation. I was one of those who helped in what we call 
around here the “package approach” back in 1948, when we put to- 
gether 4 or 5 different programs of foreign assistance in 1 piece of 
legisl: ation, for annual authorizations and ‘appropriations. 

That approach has been followed ever since. I as one of its origi- 
nators have felt at times it created an unnecessary burden on the execu- 
tive branch and particularly on 1 this committee, if all of it is to be 
authorized at one time every yea 

As I understood it, your recommendations would have gotten away 
from the necessity of the annual authorization of ev verything i in the 
program. In the other body I think they have arrived at a 2-year 
proposition. 

Secretary Duties. That is in relation to the military phases of it. 

Mr. Vorys. Yes, the military phases of it. 

I have wondered about the possibility of working it around so that 
this committee would not pass on the whole program more than bi- 
annually, so we wouldn’t be up against this business of your having to 
obligate funds in a-hurry. I think we could stretch out the period 
of obligation, thus giving more continuity and not putting any 
premium on rushing any part of the program. 

The only way to do that, as I see it, would be to authorize further 
in advance on as much of the program as possible. 

The advantage to that would be that we would get away from this 
bad situation we are in now where we don’t have a full report on what 
was done last year, before we have to authorize and appropriate for 
the next year. 

The disadvantage would be that we would get away from this an- 
nual sort of roundup on fereign policy that takes place on this leg- 
islation. 

Have you any particular suggestions on that procedure 

Secretary Dunes. I want to say, first, that I think this new ap- 
proach which the executive is taking this year embodies to a very con- 
siderable extent ideas which you have had and have worked on for 
several years. 

We recognize a sense of obligation to you. We think, Mr. Vorys, 
that the procedure which I have outlined here as to reporting to the 
authorizing committees without the necessity for annual authoriza- 
tions, except in relation to special assistance, would accomplish 
roughly what you indicate you have in mind and which we have in 
mind—that is, the necessity of getting away from these annual au- 
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thorizations and appropriations. This is really, in my opinion, a 
vicious way of handling these things, a wasteful way, which requires 
us to give the receiving country an impression that they are going to 
get this money long in advance, and then we have to rush it through 
to meet a deadline. 

It is hard to disappoint these countries. They begin to feel they 
have vested interests in these projects irrespective of what may SS 
their actual merits at the time the obligation is required to be made. 

On the other hand, I want to say that the executive branch of gov- 
ernment is extremely anxious that the members of this committee 
should be kept fully informed about what is going on. 

We want that because we need to have a committee of the Congress 
which thoroughly understands these foreign policy matters. We de- 
pend upon this committee to protect the foreign interests of the United 
States in the legislation that comes up. 

If there is not a committee of the Congress which is fully conversant 
with all aspects of this matter, we would Tose, I think, the Nation would 
lose an asset of inestimable value. Therefore, the executive is not in 
any way trying to get away from keeping this committee fully in- 
formed about everything that is going on. 

I think that you should have every year just as full a report about 
our activities, about our estimates of this situation, and so forth, as 
you get under present procedures. This would put the Congress in a 
position to indicate changes which it wanted the executive to make in 
its policy. But this process would not necessarily be as part of an 
annus il € yel ie ot author 1Zi itiol l and appropriat ions, whic hi Is bad. 

If you didn’t think we were handling this thing in the right way, it 
would give you the opportunity to indicate changes that you might 
desire. I think the executive would be very re sponsive to its views, as 
knowledgeable in this field as the Foreign Affairs Committee is. 

It would also serve to keep this committee fully informed, because 
the whole of the Congress, all of its Members, cannot be expected to 
be fully informed about foreign affairs matters. That is the reason 
you have committees. Other Members of the Congress are on other 
committees which have a prior claim on their time and attention. 

Therefore, we think it is extremely important to keep at all times in 
oe sympathetic understanding with this committee. We think this 

an be done through the reporting method. We think it is not neces- 
aan to preserve that contact by retaining the annual cycle of authori- 
zation and appropriations for the whole program. 

Mr. Vorys. Thank you very much. We have had that sort of cycle 
with infrastructure and a few other things. 

It seems to me to be a very practical way to get at some of the results 
we all want. Thank you, Mr. Chairman. 

Chairman Gorpvon. Mr. Carnahan. 

Mr. Carnanan. Thank you, Mr. Chairman. Mr. Secretary, I want 
to express the appreciation of the Subcommittee on International Or- 
ganizations and Movements for the fine reference you made to our 
work in holding hearings outside of Washington. 

We found that there was a lot of misunderstanding about the pro- 
gram. I believe that the division of the program into the four divi- 
sions that you suggest will help to clarify a lot of the misunderstand- 
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I am particularly glad to note that you are suggesting that military 
and defense support be considered together. It has been difficult for 
our people to understand much difference between the two. 

In the new proposal of the development loan fund I would like to 
ask just what will be the physical setup for handling this fund. 

Secretary Duties. We propose that it should be handled by a direc- 
tor who will be in the ICA, perhaps the Director of the ICA himself, 
although I think that the primary responsibility for foreign policy 
direction of the fund should be exercised by the Secretary of State. 

The thing that needs to be borne in mind is that we are setting this 
fund up not because the United States wants to go into the business 
of making money by acting as an investment banker. It is not being 
set up primarily to stimulate the foreign commerce of the United 
States, although it will incidentally have that effect. It is being set 
up primarily as an instrument of foreign policy. And I think that it 
is necessary during its early stages, at least, until these countries have 
sort of gotten off the ground, and gotten started in the path of eco- 
nomic development, that there should be a good bit of foreign policy 
guidance to the fund. 

Of course, the Director of the ICA is under the foreign policy 
guidance of the Secretary of State at the present time. 

We have given some thought to the possibility of having a cor- 
porate form, but there is a rigidity in the corporate form which led 
us to discard that after giving it a good deal of thought. If you have 
a corporate form, then there is a responsibility on the part of the direc- 
tors. The director of the corporation cannot subordinate his own 
judgment to that of somebody else without possibly incurring personal 
liabilities. 

It seemed therefore to us that the noncorporate form would prob- 
ably serve better. As I indicated in my statement, I do not think that 
we have to feel that the decision made now as to how this fund should 
be operated will necessarily be a final decision made for all time. 

It may be that as we move along in this field we will find better ways 
of doing it than the ways we first devise. Initially I think the fund 
should be closely identified with the ICA and be kept under the policy 
direction of the State Department. 

Mr. Carnanan. In the initial stages of the fund what would be the 
relation of the fund to the World Bank and the Export-Import Bank ? 

Secretary Duties. Well, it would be a close working relationship. 
We would hope that the fund would operate to provide development 
capital for projects and efforts of a kind which the World Bank, for 
example, would be in a position to pick up and carry along if we get 
it started. } 

The Export-Import Bank has slightly different responsibilities, al- 
though there is no doubt there would be occasions that we could coop- 
erate with the Export-Import Bank. 

The Export-Import Bank under its charter and rules is required 
primarily to stimulate the foreign trade of the United States, and 
it, for instance, cannot allow its funds to be used for purchases else- 
where than in the United States. 

It has very proper rules and regulations which are somewhat dif- 
ferent from those which would guide this organization, but there 
would probably be ways found also whereby we could cooperate with 
the Export-Import Bank. 
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Mr. CarnauAn. I have one other short question, Mr. Chairman. 

Chairman Gorpon. Will you please make it short ? 

Mr. Carnauan. The fund would make no grants; it would make 
loans only ? 

Secretary Duties. That is right. I want just to mention the fact, 
I forgot to mention it, that there is in existence the National Advisory 
Council, the NAC, which has under the law the responsibility of 
coordinating all foreign lending activities of the United States. It 
would, of course, play a vrole in this matter. 

Mr. Carnauan. Thank you, Mr. Chairman and Mr. Secretary. 

Chairman Gorvon. Members of the committee, 1 want to divert for 
a moment from the seniority of the members of the committee. As I 
understand it, there is a delegation of newspapermen here from Brazil, 
and our Subcommittee on Inter-American Affairs would like to ques- 
tion them before they leave. So I will call on Mr. Jackson, first. 

Mr. Jackson. Thank you very much, Mr. Chairman, for your 
courtesy. 

Mr. Secretary, as is always the case, your presentation has been 
extremely interesting. I have only a couple of questions, and except 
as they relate to the general area of world affairs, they do not go 
directly to the point of the discussion this morning. 

However, I don’t know whether you have seen, Mr. Secretary, the 
Washington newspaper this morning which in a cartoon has you lashed 
to the mast of a sinking ship called the China Embargo Policy. A 
number of boats : are leaving it, and one is carrying the President. This 
boat is labeled, ‘Eisenhower comments on China trade.” 

This is a matter of considerable concern to a number of us, in- 
cluding Dr. Judd and others, who are members of the Committee of 
One Million, opposed to the recognition in any rei om Red China. 

I should like to ask if you care to comment on it, Mr. Secretary: 
Is there a considerable and growing support for the rec cognition of Red 
China in the Department or from any other source of which you have 
knowledge ? 

Secretary Duties. Iam not aware of it, Congressman. 

Mr. Jackson. Insofar as you know, there is no possibility in the 
predictable future of any substantial change in our present policy 
respecting Red China? 

Secretary DULLEs. I see no such possibility. 

Mr, Jackson. They certainly have you all alone on this ship, Mr. 
Secretary. 

Secretary Duties. After all, I have been alone on a ship before and 
have still gotten to land. 

Mr. Jackson. Let’s hope it gets to land. If you need a crew I am 
sure you could get any number of volunteers to come aboard with 
you. 

Has any consideration been given with respect to the development 
loan setup or perhaps having the Government after any specific or 
given project has been decided upon from the standpoint of policy 
first. of magnitude, terms, and methods of repayment of the loan, of 
having the Government act as a guarantor to private agencies, in toto 
or in part, covering the amount of whatever funds they might be will- 
ing to loan? 

Secretary Dururs. Yes, sir. We contemplate that the fund would 
have that possibility. 
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Mr. Jackson. I am very happy to hear it. Thank you very much, 
Mr. Secretary. ; 

Chairman Gorpon. Mr, O’Hara. 

Secretary Duties. When I said that I had been alone before, that 
is quite true. But I don’t want it to be inferred from that that I am 
alone in this matter. 

Mr. Jackson. I understand that. 

Chairman Gorvon. Mr. O’Hara. 

Mr. O'Hara. Thank you, Mr. Chairman. Just one question, Mr. 
Secretary. A week or so ago I read in the New York Times that at 
the time when our domestic economy was slipping our export trade 
had increased something like 25 or 26 percent. Would you say, Mr. 
Secretary, that that is attributable in part to the foreign aid that we 
have given / 

Secretary Duties. Yes, sir. I would estimate that—could I first 
ask you—Does that include or exclude exports of military equip- 
ment ¢ 

Mr. O'Hara. I took it to exclude military equipment. 

Secretary Duties. Even so, the answer is, I think, that approxi- 
mately 80 percent, [ would estimate, of the moneys appropriated by 
the Congress for our mutual security programs are actually spent in 
the United States directly; and if you try to trace them through in- 
directly, I suppose practically all of them come back to the United 
States in the form of purchases here. 

Mr. O'Hara. Then we may accept that as discernible evidence of 
the benefits that we are deriving from the aid program ¢ 

Secretary Dunes. I think that is a discernible benefit. I would not 
say unqualifiedly that it is a benefit to give away money even though 
it is in return for American goods. But it does have a stimulating 
effect upon American trade and American employment. 

Mr. O’Hara. Thank you, 

Chairman Gorvon. Mr. ee’ 

Mr. Fasceti. Thank you, Mr. Chairman. Mr. Secretary, as I un- 
derstand the proposal, mutual defense assistance, including defense 
support and military aid, would be lumped into one appropriation ¢ 

Secretary Duties. The military equipment—military assistance— 
and the defense support would be shown as separate items, but they 
would both be appropriated to the President in the appropriations for 
the Department of Defense. 

Mr. Fascett. That single appropriation would appear in the de- 
fense budget but $900 million of it, which is defense support would be 
administered by ICA ? 

Secretary Duties. Yes. That is for the reason that while the pur- 
pose of the appropriation is military, the carrying out of that purpose 
in this particular area is economic in the sense that it is an appropria- 
tion designed to enable a country to support a certain military ex- 
penditure and to maintain a certain number of troops in the field. 

The staff of the ICA, their economists, and so forth, are better 
qualified, I think, than any who are now in the Defense Department 
to see to it that that appropriation does, in fact, serve its intended pur- 
pose and is not dissipated or diverted away from that purpose. 

If that is not administered by the ICA, it would require the Defense 
Department to create a new body of economists and financial experts 
which would, in effect, be a duplication of what now exists in the ICA. 
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Mr. Fascetxi. You anticipated my question. I am just wondering 
if it wouldn’t be perhaps better for the sake of clarification to keep 
that item as separate, that is, defense support, since it is purely eco- 
nomic and will be administered by ICA under this proposal anyway ? 

Secretary Duties. Well, I doubt that very much. I think there is 
a very great advantage in making it apparent through an appropri- 
ation to the President which will be employed by him as part of the 
defense budget, to keep it quite clear how much of this money are we 
spending in order to get a military advant: age. 

The reality is that ‘this amount of money is being spent for this pur- 
pose because our military people tell us, for example, it is important 
that Korea should have a certain number of divisions; at the moment, 
20 active divisions. They say that, and it is calculated out by the 
experts that if they are going to have that many divisions they will 
have to have a certain amount of budgetary support to maintain them 
in the field. That is really part of the defense requirement. If the 
defense people would say, “We don’t need 20 divisions; all we need is 
10,” then part of this money would be unnecessary. It seems to me it 
is useful in the presentation of this matter to the Congress and to the 
country that it should be clear in the form of appropriation that it is 
really in order to accomplish a military objective deemed by our mili- 
tary advisers as important for the security of the United States. 

Mr. Fasceii. Doesn’t that carry with it an inherent disadvantage, 
however, that such economic aid is directly tied in to a military policy ? 

Secretary Dutxes. It is. That portion of the aid is tied in to a mili- 
tary policy. You can’t have troops, you know, and equipment with- 
out it costing money. 

Mr. Fascetu. I realize that, Mr. Secretary. But, I mean, the eco- 
nomic aspects of it for all practical purposes is a quid pro quo proposi- 
tion, then ? 

Secretary Duties. No. Perhaps I don’t understand what you 
mean by “quid pro quo.” But, as I say, to illustrate in the case of a 
country like Korea, for example, another illustration could be given ; 
the combined military judgment of our own military people : and the 
authorities in Korea is that the situation there calls for a certain 
number of ground forces. The United States could supply those 
ground forces, perhaps, but that would be an extremely expensive 
operation. They can be much more economically supplied by the 
country itself. 

On the other hand, the economy of that country cannot sustain that 
cost without assistance. It is more economical for us to help Korea 
keep 20 divisions in the field than to cut the Korean divisions to the 
level which their economy can support and then make up the difference 
by United States divisions. 

Mr. Fascetx. Sir, but that is direct military assistance. This eco- 
nomic part of it is to make up for the diversion of the local funds, is 
it not, that would otherwise go to economic projects in that country ? 

Secretary Duties. No. 

Mr. Fascett. That is where I misunderstood the purpose of the 
program, then. 

Secretary Duties. Of course, the matter is complicated, and a 
single illustration is not—you can’t generalize from a single illustra- 
tion. But to give an illustrative case, let us say that the cost of the 
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clothing, pay, and so forth, of a certain number of divisions in a cer- 
tain country is a certain amount. The budget of that country can’t 
support that amount. So we have to cut down the number of forces 
which they maintain so as to bring it within the capacity of their 
budget, or we have to supplement their budget so that they can main- 
tain the requisite number of forces. It is much more economical 
for the United States to assist the budget of the country and maintain 
the forces than to cut the forces to meet the budget of that particular 
country and have to make up the deficit by U nited States forces. 

Mr. Fasceiy. I understand that. In this example you have cited, 
would the contribution by the United States be under military aid or 
defense support ? 

Secretary Duties. It would be in what is now called defense sup- 
port. We are limiting the term “defense support” now to support 
which is necessary for a military purpose. 

In the past, Congressman, as you are probably aware, the setup 
was such that if we had a mutual security arrangement with any 
‘ountry, then all the economic assistance we gave that country was 
comprised under the term of “defense support” even though in fact it 
had two components; one, economic and budgetary assistance to en- 
able the country to maintain a desired level of forces, and, second, 
economic assistance to that country to help the development of the 
country economically. 

That used to be all comprehended within the term “defense sup- 
port.” Now we propose to split that into its two essential ingredients; 
one, the amount necessary to maintain an agreed, desirable level of 
military effort, and the other, the amount required to enable the coun- 
try to get on its feet economically through long-range economic de- 
velopme nt. We split these into two components, whereas in the past 
it has been confusing because it has all been lumped into one. 

Mr. Vorys. Will the gentleman yield? 

Mr. Fasceuy. Yes, sir, because this explanation goes back to the 
basic question of why you would have defense support thrown into 
the military budget. 

Mr. Vorys. Isn’t it true that the nations of the world get some- 
where between $2 billion and $3 billion of defense support, that is, 
support for their economies and budgets, out of the spending of our 
nin operations abroad in dollars? But we don’t take that out 
of the military budget, because it also happens to furnish some defense 
support to those countries. We don’t handle that as a separate eco- 
nomic matter, our military purchases abroad, merely because it helps 
the economies of those countries. It is a military expenditure that 
has an economic benefit ; isn’t that correct, Mr. Secretary ? 

Secretary Dutuirs. Yes. 

Mr. Fasceii. But, in that explanation, it would be administered by 
ICA? 

Mr. Vorys. te that part of it. 

Mr. Fasceti. I don’t see where you are clarifying the situation. 
It would appear to me you are compounding the confusion. 

Secretary Duties. Of course, if you want to build up a corps of 
economists and governmental fiscal experts in the Department of De- 
fense, you could doit. Perhaps that would be- 

Mr. Fasceri. I am not for that. 
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Secretary Duties. Perhaps the requirements of logic call for that- 
But you have these people already in existence. They are, in effect, 
on loan, you might say, to the Department of Defense, so that you 
don’t have to have a duplication of this expert economic and fiscal 
advice. That is the reason for keeping the administration in people 
who are now employed by the ICA. Strict logic would perhaps call 
for a separate corps in the Department of Defense. In order to try to 
economize in that respect, avoid overlapping, we just suggest this, 
which is in effect, I say, a service which the ICA would render to the 
Department of Defense in this respect. 

Chairman Gorpon. Mrs. Bolton. 

Mrs. Bouron. Thank you, Mr. Chairman. Mr. Secretary, you spoke 
of wanting to keep the committee exceedingly well informed on al! 
these matters. Some of us have felt for some time that this committee 
is not kept informed of the plans, the dreams, the hopes, and the fears 
of the State Department as was once the case. Surely it would be very 
helpful to the Department if we knew the kind of thing, the plans that 
you had to bring up for the Appropriations C ommittee. Wedon'teven 
know when the _ Appropriations Committee is going to act upon State 
Department matters. With no help from you we can’t possibly go to 
the floor and speak in your behalf. 

Years ago when I was first on the committee we used to have such 
reports. Then there came a time when I tried to get some figures. I 
was told the reason they couldn’t be furnished was because the Appro- 
priations Committee had announced to the Department that there 
would be no money at ~ if they told us anything. Of course, that is 
an intra kind of fight, but there are ways around the road block. 

Secretary De LLES. Intramural. 

Mrs. Boiron. Which you don’t necessarily participate in. And of 
course, I was told rec ently this had never been so. In any event 
I feel it a very great loss to this committee for, after all, we are your 
legislative committee, and you keep us in ignorance of your plans. 

We hear by underground that some consul: ates are to be closed; 
others are to be opened. Now it comes to us indirectly. It used to 
come to us directly. One of the Assist: ant Secretaries came up and 
told us the story of what was planned for the coming year. I cannot 
see why this was discontinued. 

May I say again that I think it a very great loss not only to this 
committee but even more so to the State Departme nt. Weshould have 
been able to speak up for the Department when the appropriations 
came to the floor with a report which held nothing but criticism, much 
of it most unfair. 

As one of the members of our committee said, he wondered that the 
committee had suggested any amount being given to the State Depart 
ment when all they brought to the Congress was a report of biting 
criticism. After all, said he, they must have a good deal of confidence 
in you to give you anything at all if all they ‘had to say of you was 
critical. One man spoke in your behalf, but he was a member also 
of the Appropriations Committee. I just wanted to put this before 
you for your thoughtful consideration. 

Secretary Duties. I am very glad to get that. I will look into it. 
We count upon the knowledge and understanding that this commit 
tee has, which, as I pointed out, is more than any other committee can 
absorb because it is primarily your business. 
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Mrs. Botton. Yes; we are the legislative committee. 

But now I would like to ask 1 or 2 questions about the suggestions 
that you have made in your report. May I ask what would happen if 
we have this loan fund and that can all be paid out through a loan 
fund to these different countries. Suppose that a request came from 
Ghana for the Volta Dam. That is a pretty big project. Would that 
come to this committee at all; would it be given consideration by this 
committee? If the Aswan Dam comes up again, will that be discussed 
through this committee ? 

Secretary Duties. I don’t think that the Aswan Dam is coming up 
again. 

Mrs. Bouron. I just threw that in. On the other hand, the Volta 
Dam may. 

Secretary Duties. Yes. 

Mrs. Boron. If it has not already. 

Secretary Duties. I think we should keep this committee informed 
about all major projects of that sort. If not the full committee, at 

ast the subcommittees. 

ilies. Botton. We have the subcommittees for just that purpose. 
Since we have had the subcommittees, I think the members of the com- 
inittee have been far more ready to give their time. ‘They have cer- 
tainly been much more interested in the fact that you can’t know all 
the worl | but you can know a bit of it. We have tried to do a job on it. 

Se cretary Duties. We attach a great value to your own knowledge 
that vou have gained 

Mrs. Bouron. That is beside the point at the moment, though I hope 
tis true. I am glad if I have helped put a little more emphasis on 
\frica in various departments and among individuals. Africa is 
going to be very important, indeed the feeling is growing that within 
10 years Africa will be set one way or the other, will go either West or 
Kast. 

The more one learns of Africa the more one realizes that it is an 

ceedingly difficult area, a sensitive area, and we must not be pushing 
ourselves in. That is another phase of our African policy that I would 
like to discuss with you at some length, Mr. Sec ret: ry. 

Chi egies Gorvon. Mr. Burleson. 

Mr. Burteson. Thank you, Mr. Chairman. Mr. Secretary, at sev- 
eral places in your pre pared statement you refer to the “Sino-Soviet’ 
ind the “Soviet Communist China bloe.’ 

I don’t recall that you have ever before thusly referred to the Sino- 
Soviet bloe or the Soviet-C hina Communist bloe. May I ask if there 
sany particular significance to your emphasis in this reference / 

Secretary Duties. No. I use that as a convenient phrase for defin- 
ng a certain area. There is no particular significance attached to it. 

Mr. Burreson. One other short question, Mr. Chairman. 

In determining funds for military support, will we be able to have 
clear estimates as to what the cost for purely military support will be? 

Secretary Duties. Yes. 

Mr. Burteson. They will be separated in such a way that they will 
be identifiable as military support, whatever items and purposes that 
might include ? 

Secretary Duties. Yes, sir. 

Mr. Burieson. Thank you very much, Mr. Secretary. Thank you, 
Mr. Chairman. 
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Chairman Gorpon. I passed you up, Mr. Zablocki. Do you have 
any questions ¢ 

Mr. Zasitockt. No, Mr. Chairman. However, I would like to ex- 
press my pleasure, Mr. Secretary, that you escaped a very fateful 
death. May you keep fooling the press w ith your arrival. 

Secretary Dutixs. I didn’t do it on purpose. 

Mr. Zaziockt. I have no questions at this time, Mr. Chairman. Are 
we going to have the privilege of questioning the Secretary in executive 
session ¢ 

Chairman Gorpon. Yes. 

Mr. Zasiockt. I have no questions at this time. 

Chairman Gorpon. Mr. Fulton. 

Mr. Furron. I want to say to the Secretary that we are glad he is 
here. The United States Secretary of States sits in a position where 
the forces of the world contend and there are many pressures and 
little show of sympathy. It is like a dog we had at home. Our father 
used to say when he had so many fleas, “He is just about as happy 
and contented as a farm dog ought to be.” As a compliment, I be- 
lieve at present with the serious world problems we face, that as Secre- 
tary of State you are just as popular and happy as you ought to be 
in your difficult position. 

You have asked for the responsibilities that go with serious prob- 
lems and, I must say, never move away from them and you always 
make your position plain before this committee. 

Do you think that there should be any dealings with Communist 
China through the Soviet Union officials? Might that be a channel 
Or if there have to be negotiations of any kind should the U Tnited 
States handle them directly between China and the United States? 

Secretary Dutzes. I think if there have to be negotiations we should 
do them directly. As you know, we have been dealing with the Chi- 
nese Communists for nearly 2 years on 2 specific items—the release 
of American civilians improperly held by the Chinese Communists, 
and the possibility of obtaining from the Chinese Communists a mean- 
ingful declaration of a renunc iation of force, use of force in the Taiwan 
area. 

So far the efforts have been attended with only minimal success. 
We have obtained the release of approximately half the American 
civilians that were held from the time these negotiations started. 

Mr. Futton. I would make every effort, and hope you will make 
every effort to free all the United States prisoners now held by Com- 
munist China. We have several from the Pittsburgh area that I have 
been writing the Department about, and I urge constant attention to 
this serious problem by the United States Department of State. 

I want to say I think it is a good policy to move in the economic 
foreign policy field toward loans and away from the grants or gifts 
as much as possible. I believe we in the Congress and on this com- 
mittee will heartily sustain that policy. Since World War IT the 
lending of the United States Government and its agencies abroad has 
been one of the most successful projects abroad that we have gone into 
as a part of our United States foreign policy. There have been very 
few defaults and almost no terminations of United States foreign 
loans without some recovery: is that not correct ? 

Secretary Duties. That is correct. 
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Mr. Vorys. Would the gentleman yield ? 

Mr. Fuxron. Yes. 

Mr. Vorys. We have had $5.7 billion in repayment of principal and 
interest on these post-World War IT loans. 

Mr. Fuxrron. Twenty-five percent of the total of United States 
loans from July 1, 1940, through December 31, 1956, has been repaid, 
which is $4,631 million of principal. Loans charged off as uncollect- 
ible are only $8,300,000 or 0.046 percent of the total lent. On Decem- 
ber 31, 1956, an additional $75 million in principal or 0.41 percent 
of the total loans was more than 90 days overdue. So that on United 
States loans since World War II, there has been a field that is produc- 
tive and gives us respect both at home and abroad. 

Another point I would like to make is this, that on the funds that 
we now have available for loan, for example, under the E xport-Import 
Bank and the mutual security program, I believe that there should 
be every effort made on some type of Marshall-type planning in order 
to come up with good well-planned projects for these foreign peoples. 

I would ask the Secretary of State to consider establishing some kind 
of a Marshall-type planning board again in order that the projects 
that these people come in for from various regions are amply planned 
ahead of time before they reach the stage of formal request to the 
International Finance Corporation or the new or ganization, or the 
Export-Import Bank, or the Mutual Security Agency, the Interna- 
tional Cooperation Administration. 

The one gap I see in the program is the lack of planning facilities 
of the local regional agencies of recipient countries before. they come 
to make the application for the loan. An example: Mr. Sam Waugh 
was here and said on every application that is reasonably made, with 
reasonable hope of repayment that the Export-Import Bank is grant- 
ing it. But this system always leaves $850 million to a billion dollars 
of unused funds in the E xport-Import Bank. 

May I compliment the Secretary and the Department of State on 
the history in the past 2 years of our United States relations with 
Latin America, that is, Central and South America, as far as lending 
is concerned. As the Secretary of State will recall, when I was at 
the Rio Economic Conference in the latter part of 1954, I had firmly 
recommended that the United States should set up a plan calling for 
$1 billion in loan funds in order to expedite the building of the Latin 
American economy and to bring these people up on a level where they 
would be good customers of our good United States business. 

We of the city of Pittsburgh want to thank you especially because 
our business people have done a land office business with Central and 
South America. It was an especial pleasure for me to hear Mr. 
Waugh say the exact amount of $1 billion has now been made available 
by the Export- Import Bank in the last 2 years, which is the exact 
figure I had been so criticized for recommending late in 1954. 

I might likewise comment that I have not forgotten the fact that I 
had my invitation to Thanksgiving dinner at the United States Em- 
bassy canceled in Brazil by the then United States Ambassador Kem- 
per, ‘who was an isolationist from Chicago, who said I was recommend- 
ing too much money for Latin American development through loans. 
So I believe you have moved into a new field, and I am glad to wel- 
come you to the people who want to build South America instead of 
isolate these fine and progressive peoples. 
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That has been rankling me a long time, and as Mr. Brooks Hays has 
well said, The United States Ambassador sent somebody to me who 
bowed and said, “His Excellency presents his best wishes and creet- 
ings to you and requests that you do not attend the dinner at the Em- 
bassy this ev ening.” 

Mr. Hays of Ohio. Wasn’t he a member of the team ? 

Mr. Furron. He happened to be a former treasurer of the Republi- 
can Party and seemed to disagree pretty completely. But I returned 
to Rio about 3 months later on my way to Montevideo and he didn’t 
happen to be there. So it worked out all right. 

Mr. Fuuron. On the voting for this program, when you say that it 
will cost more money for the United States people to have to do the 

same things ourselves, then a vote for this program is a vote really for 
economy, to get the most for the United States taxpayers’ dollar. <A 
vote for this program means we want to have our allies help themselves 
rather than have United States soldiers do the defending of all bases 
at home and abroad for our United States security, so it means a vote 
against a higher U nited States draft ? 

Secretary Duties. Yes, sir. There is no doubt whatsoever, oh 
Fulton, but that if this system of mutual defense should collapse i 
would add billions and billions of dollars to our defense budget. 

The President and all of his military advisers are perfectly clear 
on thaf point, and even then you would not have as effective a system 

of security for the United States as you have now. 

Mr. Funron. The isolationists of the country are legitimately 
against this program, but if we isolate this country and build high 
defense and trade walls, that will cost millions of dollars more, won't 
it? 

Secretary Duties. Yes, sir. 

Chairman Gornon. Mr. Hays of Arkansas 

Mr. Hays of Arkansas. I am terribly sorry I didn’t get here to hea 
your whole statement. You may be sure I will read it carefully. 

’ T listened to the debate the other day on the extension of Public 
Law 480. I assume that we will have some statements from the ICA 
dealing with some of the detailed problems growing out of the use of 
this surplus food. I don’t want to pursue it, but I thought you might 
have some comment on the mutual security aspects of that program. 

You remember the bill had to be withdrawn because of a technicality. 
Tt will probably come up again. The use of this surplus food fits right 
in with our loan program, I assume. I mean, there will be son le way 
that the funds can be used for mutual security purposes and also the 
food can be used in your speci: ial assistance programs when you have 
emergency situations, such as in Hungar vy! 

Secretary Duties. Yes, sir. We have found that our surplus com- 
modities can serve asa very impo rtant aid to our foreign police’ vin wi Lys 
which are relatively economical, because they dispose of our surpluses 
which if otherwise not disposed of, to some extent, at least, Just rot 
away and cost the taxpayer a large amount of money. 

I think we are spending close to a million dollars a day on storage 
charges. After you store some of these commodities, like wheat, long 
enough, it just becomes worthless. So you have paid your storage 
for nothing and dump it out as waste. We have to be careful, of 
course, in handling that to avoid disturbing the commercial markets 
of the world and the legitimate business of friendly countries. So 
it is a delicate operation. 
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I would say that since the inception of that project we have got- 
ten the feel of the thing better, and are able, on the one hand, to assist 
greatly and at rel: atively insignificant cost at promoting our foreign 
polic y ends and at the same time to avoid disturbing the commercial 
markets of friendly allies, particularly the agricultural producing 
countries. We still have some problems. 

My feeling of the situation is that those problems are not as acute 
as they were during the earlier days of this project. 

Mr. Hays of Arkansas. I certainly share your feeling about the dis- 
location of established market procedures. At the same time I think 
there is a lot of merit in the suggestion that you deal with these in- 
fiationary problems most effectively when you put food in there, in 
countries where you have a deficit food situation, and you can tie this 
contribution in with the development activities. It just seemed to me 
that the committee would be justified in pursuing this matter to be 
sure this isn’t altogether left to the esablished routine procedures that 
the Department of Agriculture uses. 

Secretary Dunies. We do have pretty good cooperation now. I 
think we have worked out a pretty good cooperative arrangement. 

Mr. Hays of Arkansas. We will have the bill up for consideration 
by the House. I just wanted to invite your comments. 

Mr. Sevpen. Will you yield to me? 

Mr. Hays of Arkansas. If I have time. 

Mr. Sevpen. Along that line, Mr. Secretary, will it be possible to 
use those counterpart funds that become available through the sale of 
surplus commodities under Public Law 480 as a source of revenue for 
the proposed development fund ¢ 

Secretary Duties. I wouldn’t say it would be a substitute for those 
funds, although I would say this: It would be helpful. Providing 
these countries with local currencies may help to ease their fiscal posi- 
tion, since these governments cannot always secure all the local cur- 
rency that they need by taxation or by interest borrowing. But pro- 
viding these countries with local currency would not help to meet their 
need for new resources, which must be procured outside their borders. 
It. would not, therefore, reduce their need for dollar loans from the 
fund. 

Mr. Setpen. Do we have any unexpended counterpart funds at the 
present time that might be used in setting up the development loan 
fund thereby reducing the amount that has been requested ? 

Secretary Duties. I don’t think we have. I think perhaps when 
Mr. Hollister is before you he can go into that in more detail and with 
more authority than Ican. All I need perhaps say in answer to your 
question is that those funds will certainly supplement the development 
fund, although they would not supplant the need for loans from the 
fund because receiving countries require foreign exchange to buy ma- 
terial outside of their own country. 

Mr. Sevpen. Thank you, sir. I will pursue that point further with 
Mr. Hollister when he testifies. 

Chairman Gorpon. Dr. Judd. Iam sorry I passed you up. 

Mr. Jupp. Mr. Chairman, I am like the Secretary. I have been 
passed up before, and without harm. 

Thank you Mr. Secretary, for your very clear and persuasive state- 
ment. I should like to say first with respect to a comment from our 
colleague from Ohio, Mrs. Bolton, that the Far East Subcommittee 
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of which I am a member has no complaint, as far as I am concerned, or 
I think any of the other members, on the matter of cooperation from 
the Department. Not only in public, but in private sessions we have 
had you people come up and tell us cold the answers to whatever 
questions we had. I think that is very helpful. 

Mrs. Borton. Will the gentleman yield? I didn’t say that we 
didn’t get answers to questions. I said the whole committee didn’t get 
the picture from the State Department as we used to get it. 

Mr. Jupp. Our subcommittee has had good response. I wasn’t 
going to bring up the question of the Far Fast, but since it has been 
brought up, may I assure you that, despite the cartoon, you are not 
lashed to any mast and you are not alone. The great majority of the 
American people are on your side. And, you aren't lashed to the trade- 
embargo policy as if a captive: It isa matter of choice because of the 
certainty that it is the wise policy. Never yet have we gained any- 
where by helping and trading with and building up our enemies. 

Secretary Duties. As long as you raise the question, I would like 
again to make it perfectly c lear that the implication that the President 
and Lare separated on this matter is not justified. 

Mr. Jupp. I am glad to have you make that clarification. Actually, 
there are only 5 or 6 major newspapers in the United States, and a 
few columnists, who have been plugging this line for a long time. 
They are ably supported now by Harry Bridges, who is sending a dele- 
gation to Washington, so I heard this morning, to help sink this em- 
bargo ship in order to resume trade with Red China and thereby 
strengthen our enemies and weaken our own security. 

The danger is not that they might convince the American people. 
The danger is that they might persuade or mislead some of our allies 
into thinking that they speak for the American people, and thus en- 
courage those allies to think they can have their cake and eat it, too— 
that is, have both Red China and ourselves on their side. I think it 
ought to be said that our allies ought to understand that, as you have 
said in your statement, our policy of aid to them is useful if it has 
strength and cohesion. If they destroy the cohesion by going it alone, 
then there isn’t much strength in the policy, and there may not be too 
much support in the country for a program that doesn’t have strength. 
ae is, the world ought to understand that they can have exp: anded 

-ade with Communist China, although they will find it won’t amount 
2 much, or they can have the kind of support they have had hereto- 
fore from the United States, but they may not be able to have both, 
and they ought very carefully to weigh and calculate which is the 
more valuable. Do you think they realize that? 

Secretary Dues. I prefer to not go into that aspect of the matter 
other than in executive session. 

Mr. Jupp. I should like to ask a question about the development loan 
fund. I refer to the bottom of page 6. I want to be sure that I under- 
stand it right. That we would appropriate $500 million for this coming 
fiscal year, and authorize the fund to borrow from the Treasury up to 
$750 million a year for the next 2 fiscal years, and that w ould be a 
continuing authorization unless the Congress took affirmative action 
to modify or discontinue it? 

Secretary Duties. Yes, sir. 

Mr. Aparr. Unless the Appropriations Committee took action ? 
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Secretary Duties. I wasn’t going into the question of which com- 
mittee did it. It would take congressional action. 

Mr. Jupp. I think it would require legislation, Ross. The Appro- 
priations Committee wouldn’t have to appropriate it; they would bor- 
row it from the Treasury. It would require a legislative act modifying 
that authorization or restricting it; isn’t that right? 

Secretary Duties. That is quite correct. It would mean, with re- 
spect to that portion of the capital, the fund would be in the same 
position that the Export-Import Bank is, that the Commodity Credit 
Corporation is. There are several other governmental lending institu- 
tions which are in a similar position. It would take affirmative action 
by the Congress to cut that off. 

Mr. Jupp. This year’s $500 million we could authorize, and the Ap- 
propriations C ommittee could still refuse to grant it. But the authori- 
zation to borrow, in those next 2 years, the Appropriations Committee 
would have no action upon that; is that right ? 

Secretary Duties. There would be a right this year to disapprove 
the borrowing authority in the appropriation act. If the authoriza- 
tion is granted, it will be like the Export-Import Bank. It doesn’t 
come back every year to get a new authorization or appropriation. 

Mr. Jupp. On page 9, the $300 million authorization that you request 
for special emergency-type assistance. Suppose the President has to 
use $100 million of that but there aren’t any emergencies that require 
its use up to $300 million. What would happen to the balance? 

Secretary Dutves. It would lapse back into the Treasury. We are 
only asking for 1 year’s funds for that portion, annual authorization. 

Mr. Jupp. I think that is a good thing. It is different from the 
pattern we have had before, which gave “the President authority to 
transfer amounts out of funds : appropriated for other as to use in 
emergencies. Am I right in the impression that if he doesn’t need 
any of that $300 million—there are no emergencies in Guatemala, Iran, 
Jordan, elsewhere—then the $300 million wouldn’t be spent for any 
purpose, it wouldn’t be transferred to economic development, point 4, 
or anything else ? 

Secretary Duties. It could not be transferred into the development 
fund. I understand it could be drawn on for military and certain other 
purposes. 

Mr. Zasiockt. Would the gentleman yield? Past legislation, in the 
provision of the Kersten amendment, has provided that $100 million 
would be for escapees, to form an escapee army. The pregame ex- 
ecutive branch draft bill strikes that language, the $100 million ear- 
marked for escapees from the Soviet Union and satellite countries. I 
wonder if the Secretary would indicate whether the President still has 
the authority to use any funds for such a program ? 

Secretary Duties. Yes; he would have. 

Mrs. Botron. What page is that? 

Mr. Zasiocki. In the bill, it is page 41, section 401. If it is being 
stricken out, may I ask the Secretary: Could that reflect a sign of 
weakness on our part—that we are backing away from a program that 
we had before? 

Secretary Duties. I don’t think so, Congressman. There is re- 
tained the language of the so-called Douglas- Dirksen amendment, 
which seems more appropriate to the present circumstances than the 
language of the Kersten amendment, and that is retained. 
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Mr. Zastockt. That is retained elsewhere in the bill / 

Secretary Duties. Yes. 

Mr. Jupp. I refer to this last sentence of your third paragraph on 
page 9: “The President has this year asked for the authorization of an 
appropriation of $300 million for this type of assistance.” I took 
that to mean he was asking for authorization of an additional appro- 
priation separate and specific for that purpose. Am I now to under- 
stand that what the President is asking for is authorization to transfer 
out of other funds appropriated for the other purposes not to exceed 
$300 million for this special assistance? Which is it? I want that 
clarified for us. 

Secretary Duties. Yes. These matters are pretty technical. I 
understand there would be $300 million appropriated to the President 
for this purpose. 

Mr. Jupp. Not in addition to the total $3.8 billion that you are ask 
ing for, but asa part of that, if necessary ? 

Secretary Duties. That is right. 

Mr. Jupp. That is essentially the same arrangement that we have 
had heretofore. The President has authority to transfer not to exceed 
a stated amount out of the total for specific purposes 

Secretary Duties. But it could not be tr Seine into the develop 
ment fund, the long-term economic assistance. 

Chairman Gorpon. Mr. Hays of Ohio. 

Mr. Hays of Ohio. Mr. Secretary, I have one question which I 
think might have some bearing on our defense of this on the floor. 
One of the things that has been difficult to explain to some of the 
Members and the country at large, and growing more so, is that in the 
beginning this was sold to the people and the Congress as a temporary 
measure. But it seems more and more likely that it isn’t very tem- 
porary. Do you foresee in the next, I don’t want to tie you down too 
long, in the next 5 or 10 yours any chance of dispensing with foreign 
aid or mutual security as such ? 

Secretary Durirs. IT would say. Congressman, that unless some 
progress of a substantial character is made in the disarmament nego- 
tiations with the Soviet Union, I do not see any likelihood that it 
would be feasible to eliminate the foreign component, you might say, of 
our defense structure which is represented by this legislation. T think 
it is soing to be continuously necessary to have foreign forces, foreign 
facilities at points and places where they cannot be sustained except 
with some contribution from the United States. 

As far as the economic development fund is concerned, I do foresee 
that if there is growing confidence that these areas which are in prox- 
imity to the Soviet Union, for example, are going to be safe for capital 
to go into, and if the countries of Africa, for example, once sort of get 
started, that to an increasing extent the necessary funds could come 
from private sources or from the World Bank. I would hope that at 
the end of such a span as you talk about other types of assistance would 
not be necessary, although it is very difficult to forecast such a matter. 

T don’t want to encroach too much on the gentleman’s time—perhaps 
this could be subtracted from his time. : 

Chairman Gornon. You just carry on. 

Secretary Duties. T would like to say, for example, it has been the 
ease from the beginning of history almost that the more highly de 
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veloped nations have in one way or another helped more primitive 

areas to develop. Rome did it. Greece did it. When our own 
country was in a primitive stage of development, a large part of the 
money that developed our country, built our railroads and harbors, 
came from the developed countries of Europe—England and France, 
primarily. 

That quality of freedom to spread its benefits throughout the world 
is one of the essential qualities which must be preserved. If political 
freedom doesn’t carry with it economic growth, there is something 
wrong with it. Normally that is done under our system by private 
flows of capital. But today in much of the world, because of the 
Soviet-Communist menace, the political risk is so great, and in some 
areas the start is from such a primitive foundation, that private capital 
doesn’t readily flow into those countries. So we have to provide the 
seed corn, the initial interest in getting this thing going. I believe 
there is a good prospect that once it is gotten started it will be picked 
up by the more normal processes of private capital. 

Mr. Hays of Ohio. We do have, I think, some sort of a mutual se- 
curity program going in Tunisia, of a small nature. 

Secretary Duties. A small one. 

Mr. Hays of Ohio. We do help France quite substantially in various 
kinds of military—— 

Secretary Duties. We help France in the military field by pro- 
viding some equipment. 

Mr. Hays of Ohio. Does it seem to you that that is the case there, 
when Tunisia is helping the Algerian rebels and we are helping both 
Tunisia and France, that our left hand not knowing what our right 
hand is doing, does it appear there is something we ought to do about 
situation like that or not ? 

Secretary Duties. No, sir. T had a visitation three or four weeks 
ago from the Ambassadors of the Arab countries. They presented to 
me this same dilemma, and they said we ought to condition our assist- 
ance to France upon their adopting certain policies with regard to 
north Africa. I said to them, “Now, do you really want to suggest that 
you think that our economic and military assistance ought to be 
coupled with political requirements?” And I said, “Is that the kind 
of thing you would like to have us adopt as a policy in regard to 
you?” 

When they saw it that way, I think they realized that we ought not, 
in my opinion, to tie our assistance into the adoption of particular 
political policies that we like. We give this assistance to provide for 
certain specific purposes. I think it is legitimate for us to be sure 
that it is used for those specific purposes. If we use our assistance to 
try to dominate and control the political policies generally, then we 
are doing exactly the thing which, in my opinion, justifies the allega- 
tion—the false allecation—that we are trying to turn these countries 
into satellites and that we are no better in that respect than the Soviet 
Union is. 

The Soviet Union requires the countries that it gives assistance to 
to conform in all respects to its views about policy. We go on the 
theory that the economic and military assistance we give is given 
for a certain specific purpose. We want to see that purpose carried 
out, but we don’t use that aid to dominate, generally speaking, the 
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political policies of the countries who are the recipients, and I believe 
that is sound policy. 

Mr. Haysof Ohio. You have probably read the Hardy report on the 
Iranian investigation that they made? 

Secretary Duties. I haven’t read it, but I have heard about it. 

Mr. Hays of Ohio. Do you care to comment on whether you think 
that is a fair, factual report, or, if it was, whether the conditions that 
brought it about |:ave been corrected, do they exist in other places, or 
just any way you care to comment. That is going to be used in the 
debate. I would like to have your thinking about it. 

Secretary Dues. I have not read that particular report, but I 
would say this: I am quite confident that in every area where we are 
carrying on this work instances can be found of inefficiency. I don’t 
know whether this is a correct report or not. I am told it is not. But 
I am quite sure if you dig around you can find cases of inefficiency. 
After all, it is not an easy job to get the most competent, able people in 
the United States to go out on these missions. They are darn hazard- 
ous missions. Three of these people a few months ago were mas- 
sacred by bandits. It is not a soft, plush job. 

Oftentimes you find that the people that do this are not as good 
erhaps as the most expert people in General Motors or General 
dlectric, although I suspect even there, if you go through their opera- 

tions, you will find people who make mistakes from time to time. 

They told me even that one of the best motorcars turned out for a 
high official had the wiring all wrong in it. You don’t condemn the 
entire automobile industry because they turned out an automobile for 
a high official that had improper wiring in it. 

By and large, this thing operates and produces the results which 
we want. What happened in Iran? Iran, which was on the eve 
of falling into the Communist camp 3 or 4 years ago, is today a strong, 
loyal friend of the West and freedom prevails there. These oper- 
ations are inherently wasteful, but there is no operation in the world 
as wasteful as war. You could examine, if you want to, into the last 
world war and you can pick up the most horrifying examples you 
‘an possibly think of of waste and extravagance, and you can say 
if you want, that on that account we should have called the war off 
and let the Germans win the war, or the Japanese win the war. We 
didn’t do that. We went on and won the war. We are winning this 
war. And we are going to win it despite the fact that there is some 
inefficiency and some waste. But that doesn’t demonstrate that you 
are not embarked on the right cause and you are not going to win it. 

Mr. Hays of Ohio. I don’t advocate throwing the program out 
because there are some people in it who are inefficient and wasteful. 
But that leads ine, in your defense, which is fine with me, to one more 
question I had not thought about. If these committees of the Con- 
gress point out to you and to your people where these programs are 

being run wastefully, then we would assume that you would take 
action to get rid of those folks and get somebody else ? 

Secretary Dutxes. That is a quite correct assumption, that we wel- 
come the bringing to our attention of any cases which suggest incom- 
petence, inefficiency, wastefulness. 

I can assure you that Mr. Hollister and his associates strive most 
valiantly to try to achieve a maximum of efficiency. I do not criticize 
at all the fact that these cases are brought up. I think they ought 
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to be brought up. It is healthy to have sound criticism. Whether 
this particular criticism was sound or not, I don’t know. But we 
must constantly strive for greater efficiency and competence. In say- 
ing what I did say. I don’t mean to say that we are reconciled to it. 
that we accept it as something that we just shrug our shoulders about. 
We don’t at all. You will find when Mr. Hollister comes on he can 
tell you in much more detail than I can of the efforts that are made 
to achieve the maximum possible efficiency. 

As I say, when the members of Congress travel about, if they find 
anywhere evidence of incompetence in this field please bring it to us. 

Mr. Hays of Ohio. Thank you, Mr. Secretary. 

Chairman Gorpon. I would like to make an announcement. We 
asked permission to hold a meeting this afternoon, but there was 
objection on the floor. The meeting this afternoon at 2:30 has there- 
fore been postponed. The committee will hold its regular meeting 
tomorrow morning to hear the Supreme Commander of Allied Powers, 
Kurope, General Norstad, at 10: 30. 

The next member is Mr. Adair. 

Mr. Aparir. Mr. Secretary, a quick question with respect to con- 
gressional scrutiny of this program. As I understand it, if we are 
to adopt and enact into law the proposed text, then there would be 
no further requirement for authorizing legislation with respect to 
your first section, that is, defense assistance ? 

Secretary Duties. Yes, but we will be right back next year for an- 
other appropriation. 

Mr. Aparr. I am speaking of authorization, Mr. Secretary. Your 
answer to my question would be in the affirmative, then, that you would 
not any longer need to come in and ask for authorization for defense 
assistance ¢ 

Secretary Duties. Yes. It would be like the Defense Department. 

Mr. Apair. On your second point, development assistance, you 
would not need to come in until after the fiscal year 1960 and ask for 
further authorization ? 

Secretary Duties. Yes. When we come back depends on the rate 
at which funds are obligated. This request is designed to at least 
cover our needs for 3 years. 

Mr. Aparr. In any event, not before 1960 ? 

Secretary Duties. That is correct. 

Mr. Aparr. With respect to the technical assistance program, in 
title 3, it would not be necessary to ask for authorization hereafter ? 

Secretary Duties. That is right. 

Mr. Aparr. So 3 out of the 4 parts of your program, if this bill is 
enacted, would not require further authorization ? 

Secretary Duties. That is correct. 

Chairman Gorvon. Mr. Adair, I would like to suspend in a couple 
of moments. 

_Mr. Apatr. I am through. We can go into this further in execu- 
tive session. 

Chairman Gorpon. Thank you, Mr. Secretary. 

(Whereupon, at 12: 25 o’clock, the committee adjourned. ) 
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TUESDAY, JUNE 11, 1957 


Hovusrt or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D. C. 

The Committee met, pursuant to call, at 10:40 a. m., in room G-3, 
United States Capitol, Hon. Thomas 8S. Gordon (chairman) presiding. 

Chairman Gorpon. The committee will come to order. 

We have this morning as our witness in executive session Gen. 
Lauris Norstad, Supreme Commander, Allied Powers, Europe. 

General Norstad, you may proceed as you wish. 


STATEMENT OF GEN. LAURIS NORSTAD, SUPREME COMMANDER, 
ALLIED POWERS, EUROPE 


General Norsrap. Thank you very much, Mr. Chairman, and mem- 
hers of the committee. I am delighted to be here this morning to 
speak in support of this year’s mutual security bill, and also to report 
on the military progress in Allied Command Europe, my area of 
responsibility. I would like first to show some charts that will help 
to establish a foundation for my remarks. After we have finished 

ith these charts, I hope you will ask questions and direct the discus- 
sion the way you would like it to go. 

This chart shows organizational structure of NATO: The North 
\tlantie Council sits in permanent session in Paris. It is presided 
over by a Secretary General of the Council, who until 3 weeks 
ago was Lord Ismay but now is the former Foreign Minister of 
Belgium, Mr, Spaak, 

Assisting the Council is an international staff, a relatively small 
staff. This is the allied political element. Under them we have, what 
would correspond to the United States Joint Chiefs of Staff, the Mili- 
tary Committee. When the Military Committee was first established, 
it was believed that with at least 15 members—at least 1 represen- 
tative from each of the 15 countries—this committee would be too 
unwieldy to carry on the day-to-day executive business of NATO 
military establishment. Thus, the Standing Group was established. 

The Standing Group is the executive body for the Military Com- 
mittee. It is in constant session, and consists of 1 representative from 
7 United States, 1 from the United Kingdom and 1 from France. 

Under this political authority and military head, we have the fol- 
lowing major commands or defense organizations: Allied Command, 
Atlantic , under Admiral Wright; Canadian-United States Planning 
Group, with which you are familiar; the Channel Committee which 
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coordinates the defense of the very vital channel area; and Allied 
Command, Europe, for which I am responsible. 

This chart shows the staff organization at SHAPE, the headquar- 
ters for Allied Command Europe. It is an integrated international 
headquarters. The staff is similar in organization to most United 
States staffs. We have a commander, a = eputy commander, a chief 
of staff, three deputy chiefs of staff, aad several assistant chiefs of 
staff. With this organization we perform the norma] functions of a 
military staff. The nationalities of the principal staff officers are indi- 

cated by the flags. All of the nations that contribute forces to Allied 
Command Europe are represented on the SHAPE staff. 

Chairman Gorpon. That would be 14? 

General Norsrap. There are 15 countries, but Iceland does not have 
any military forces. Only 14 NATO nations are represented at 
SHAPE. 

Allied Command, Europe, extends from the northern tip of Norway, 
throughout all of this are a, to the eastern border of Turkey, a dis- 
tance of some 4,500 miles. 

To cover this area we have four major commands—N ‘orth, Center, 
South, and Mediterranean. Allied Forces Northern Europe includes 
the area from the base of Jutland to the northern tip of Norway. This 
is commanded by General Sugden, U. K. Army, with headquarters at 
Oslo. -He has under him two land forces, Land Denmark in Denmark 
and Land Norway in Norway. 

To coordinate and command the air forces of both of these countries 
he has Allied Air Forces Northern Europe. By request of the Nor- 
wegians and the Danes, this air commander is a United States Air 
Force general, Major General Sanders, although the United States 
does not provide any air forces to this command. 

The naval commander for Allied Naval Forces Northern Europe is 
Admiral Gladstone of the Royal Navy. 

The center region includes the area from Switzerland and the Alps 
up to the southern boundary of the northern region. Allied Forces 
Central Europe includes all of the vital continental area. General 
Valluy, a French army general, is the commander with headquarters 
at Fontainbleau. 

Under him are three service commands: Allied Land Forces Cen- 
tral Europe (LANDCENT), Allied Air Forces Central Europe (ATR- 
CENT), and Allied Naval Forces Central Europe (NAVCENT). 

LAN DCENT is commanded by General Speidel, a German general 
who took over this responsibility early in April. 

Because I think it is of interest to this committee, I would like to 
point out that this is the first time a German has had a high command 
poner in the NATO military structure. I think it is signific: unt be- 

‘ause all of the land forces in the center region, inc luding the United 
States Seventh Army, come under his comm: and. 

Mr. Morano. Did that meet with the approval of all the countries / 

General Norstap. It was accepted by all of the countries. 

Mr. Morano. The reason I asked the question, I understood the 
British opposed it. 

General Norstap. That is not correct. All the countries agreed to 
this. They first agreed that a German officer should have this assign- 
ment and then they all agreed that General Speidel would be that of 
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ficer. 1 initiated this proposal and all countries agreed as the proposal 
was handled by our normal procedure. 

Mr. Morano. We can discount all rumors that we hear that the 
British oppose it and are dissatisfied ¢ 

General Norsrap. Yes, sir. In all of the countries concerned there 
are Communists who very actively opposed General Speidel’s appoint- 
ment. They have taken advantage of every means and every medium 
available to them to attack him personally and to attack the concept 
of amen Ing © German officer to this important position. 

[ consider General Speidel’s appointment as a significant forward 
step, not only in NATO but also in bringing closer together the Crer- 
man and French interests and armed forces. While a few people in 
France, besides the Communists, opposed this, it has been very well 
received by the vast majority. It was an important and historic step in 
welding France and Germany together. The French Government and 
the French people have accepted this. The governments and the people 
of every one of the countries concerned have accepted it. There are a 
few individuals, of course, who oppose it. 

Mr. Morano. I think it was a brilliant action on your part, General. 

General Norstap. AIRCENT is commanded by Air Chief Marshal 
Mills from the United Kingdom. He commands all the air forces in 
the center region, including the United States Air Force units as- 
signed to AIRCENT. 

Allied Naval Forces Central Europe is under Admiral Bos, Nether- 
lands Navy. His headquarters is also at Fontainbleau. 

Allied Forces Southern Europe is under Admiral Briscoe, an Amer- 
ican naval officer, with headquarters at Naples. As in the northern 
region We have a separation of the land forces. Allied Land Forces 
Southern Europe (LANDSOUTHL) includes the Italian army units 
committed to NATO and the United States Army oe Kuropean 
Task Force (SETA). LANDSOUTH is under General Albert, 
Italian Army, with headquarters at Verona. Allied Land Forces 
Southeastern Europe includes the ground forces of Greece and Tur- 
key and is under Lieutenant General Read, United States Army, with 
headquarters at Izmir, Turkey. The distance between Italy and the 
Greece-Turkey area makes necessary these two separate land com- 
mands. 

Allied Air Forces Southern Europe is under General Timberlake, 
soon to be replaced by General Lindsay—both are United States Air 
Force officers. As in the Allied Forces Northern Europe, an American 
was requested by these countries to assume responsibility for coordina- 
tion and command of the Allied Air Forces Southern Europe. His 
headquarters is at Naples. 

The United States 6th Fleet, under Admiral Brown, United States 
Navy, is in support of Allied Forces Southern Europe as a strike 
force. 

We have, with headquarters in Malta, Admiral Edwards, Royal 
Navy, who commands Allied Forces Mediterranean (AFMED). One 
of his missions is to protect the line of communication through the 
Mediterranean, traditionally a British responsibility for many, many 
years. His forces include United States, United Kingdom, and French 
naval units assigned to AF MED, plus the Italian, Turkish, and Greek 
naval forces assigned to NATO, 
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I mentioned earlier that the NA'TO Council is the political authority 
for the NATO military organization. In the NATO military organi- 
zation the Standing Group gets directives from this political author- 
ity. The most recent directive was received last December. From 
these political directives and from military directives of the Standing 
Group, SHAPE derives the mission for Allied Command Europe. 

In gener ral our mission has been a constant one since 1951 because 
its basis is precast in the treaty itself. 

In simple terms our primary mission is to deter aggression—to pre- 
vent Saha our secondary mission is to defend the NATO terri- 
tory and peoples if the deterrent should fail. I would like to stress the 
fact that our first and most important mission is to prevent war. 

Mr. Vorys. General. you don’t do No. | except by the known eapac- 
ity to do No. 2: isn’t that correct ? 

General Norsrap. ae ee opel to do No. 1 depends on our known 
capacity to do No. 2, whic will go into. 

Mr. Farsstetn. May I iene please ? 

Chairman Gorvon. Mr. Farbstein. 

{Security deletion. ] 

General ‘NorSTAD. Thee api ability of the Western World to discour- 
age Soviet aggression not only in the NATO area, not only in Europe, 
but throughout the Western World has recently been described as the 
“deterrent.” 

The deterrent consists of (1) our atomic retaliatory forces; (2) our 
shield forces; and (3) the determination or will to use these forces if 
they are required. 

In the past we have th ough t of the deterrent largely in terms of our 
large and powerful atomic striking forces. They are still the most 
essential ele »ment of the deterrent. 

The shield forces are also part of the deterrent. They are the forces 
actually on this forward line. I plan to discuss in detail the important 
role of the shield forces in the deterrent. 

Of course, it is absolutely essential to the deterrent, in the case of 
both the retaliatory forces and the shield forces to have the determi- 
nation, the will, to use these forces should it become necessary. The 
capability, the force, the military structure is absolutely useless unless 
it is backed up by the will and determination of the countries to use 
these forces when needed for their own—— 

Chairman Gorpon. The chair will recognize any member if he or 

she has any question relating to any particular chart, because we will 
be rather entang led if we do not deal with eac h chart when it is be- 
fore us. 

You may present questions, if you have them. 

‘Mr. JACKSON. May I ask at this point, Mr. Chairman—I assume this 

unclassified ? 

ciaaaea Norstap. I understand this is an executive session and that 
the record of this hearing will be edited so that unclassified portions 
may be included in the unclassified report. 

( Discussion off the record. ) 

General Norstap. This chart shows the NATO airfields we had in 
March 1951. 

In 1951 there were about 20 airfields in NATO which were available 
or could be made available and which could support the operations of 
modern military aircraft. 
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As our plans developed, it became clear that we needed more air- 
fields. We needed airfields located and designed to support our mili- 
tary plans. I mention this because the way that we solved the airfield 
problem ran the full play of problems met in an alliance. 

The general concept had to be developed by the military. Then we 
had to determine the forces required to implement this strategic con- 
cept. After that we had to determine how many bases would be re- 
quired and where they should be located. We had to get agreement 
of the 15 countries. We had to define an airfield and decide how much 
would be constructed by NATO and what the user would have to pro- 
vide. ‘Then finally we had to decide how to finance these airfields. 
How do you finance an allied enterprise of this kind? I am not going 
into the details of the complexities of that, but to illustrate one point : 
Iceland is an island without any military forces. What should Ice- 
land contribute to an airfield in Turkey? All 15 nations had to agee 
on this. 

I want to point out that these problems have been solved. We have 
gone from about 20 airfields shown on the earlier chart to the number 
shown here, The white dots represent usable fields, airfields built by 
the alliance with international funds to meet an Allied requirement, 

We now have some 150 fields, all usable but not all completed. The 
yellow dots on this chart represent planned airfields of which some 
are under construction or planned but on which construction has not 
been started. All of the fields show n on this chart have been developed 
by the alliance for the alliance’s purposes. Those on which work has 
started have all been financed internationally. 

Chairman Gorvon. At that point, how about the airfields in Spain ? 

General Norsrap. I will come to that right now. This chart does 
not show airfields in Spain. It does not show the airfields in the 
United Kingdom ie re there are many. It does not show airfields 
in Morocco which are of interest to the United States. Tur ing to 
this chart we see these non-NATO as well as the NATO fields. The 
big yellow dots show modern airfields either built by countries for 
their own purposes or built through bilateral arrangements. 

Chairman Gorpon. Are they strictly military or do you also use 
them for commercial purposes ? 

General Norsrap. All the Spanish bases shown are military bases, 

[Security deletion. | 

General Norstap. Most of the bases are exc lusively military. 

Mr. Fuuron. What is the difference in the size of the dots on the 
chart ? 

General Norsrap. Nothing. 

Chairman Gorpon. They had to fit them in. 

General Norstap. They are schematic and show only the relative 
density. ; 

Mr. Vorys. Libya doesn’t show on there? 

General Norsrap. No. Libya is off this map. 

| Security deletion. ] 

General Norstap, When we have the number and dispersion of bases 
shown on this particular chart, I suggest that the Soviets cannot ex- 
pect to knock out all of our fields simultaneously in a surprise attack. 

From our studies, which have been reviewed by several groups of 
scientific analysts, we think we can survive such an attack, even mak- 
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ing unfavorable assumptions, and preserve sufficient force to carry out 
our first retaliatory strike, 

For this reason our base structure is far more important because of 
the security it gives our retaliatory forces. It gives us assurance that 
Wwe can operate. 

A Soviet planner could theoretically and mathematically figure out 
how each of these airfields could be eliminated because there are a finite 
number of them. But, as a practical operating matter it cannot be 
done. We have assurance that we can launch our first counterblows 
and carry out the mission that has been assigned to us. 

The Soviets have to consider all of the bases from which the y can 
be hit, not only the NATO bases, not only the European bases, but 
other bases as well. 

| Security deletion. | 

Mr. Fcriron. Are the communications good among these various 
elements that we are speaking of ? 

| Sec ee deletion. | 

General Norstap. In general, this chart shows the communication 
links available to us. They connect SHAPE and various major ele- 
ments of the command. 

I would like to point out the new scatter system, the ionospheric 
and the tropospheric forward scatter system. It provides far more 
dependable communications than we had before. This system is an 
international project that has been internationally financed, It will 
operate directly under our control at all times. 

[Security deletion. | 

Mr. Vorys. General Gruenther told us about it last year. Will you 
please explain it again ? 

General Norstrap. The scatter system? I can explain it in nontechi- 
nical terms. 

Mr. Morano. Are the headquarters at Fontainebleau 

General Norsrap. There is a headquarters at Fontainebleau, You 
were there when I was there in 1951 or 1952. 

Mr. Morano. I was wondering if it wasstill there. 

General Norstap. Yes. With’ regard to the previous question on the 
scatter system. There are various layers in the atmosphere. One of 
these laye ‘rs is the troposphere. Jecause of its elevation and its elec- 
trical density or composition, a radio signal of the proper frequency 
will be reflected back to the earth at a certain distance from the trans- 
mitter. This actually gives us very reliable communication at ranges 
of from 200 to about 400 miles. 

The same principle applies to the ionosphere. You go to a higher 
level, different density, and it reflects over a longer range, from about 
800 to 1,300 miles. 

Mr. Vorys. Isn't the gimmick to it that it can’t be jammed ? 

General Norsrap. It is less easily jammed. It is pretty difficult to 

say that anything can’t be jammed, but this is less subject to jamming 
and it is less subject to atmospheric interference. 

Mrs. Bouton. What is the situation at Asmara / 

General Norsrap. Asmara is not in the NATO area. 

[Security deletion. | 

General Norstap. I would like to point out another very important 
military problem ares 
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When General Eisenhower was assigned as the first Supreme Com- 
mander, his directive did not make him responsible for air defense. 

| Security deletion. | 

General Norsrap. In September 1955 the North Atlantic Council 
assigned to us responsibility for coordination and integration of the 
air defense of Allied Command, Europe. This chart shows our early 
warning capability when we took over the responsibility. 

[Security deletion. ] 

General Norsrap. We now have a coordinated air warning system 
that is tied together with good communications and they operate on 

24-hour-a-day basis 7 days a week. We have programed—and 
financed, internationally financed—an improved air warning screen 
that will push out farther the line of first detection. 
ity deletion. | 

General Norsrap. The capability shown here does not depend on 
equipment we hope to develop. This can be done by equipment that 
has already been developed. 

| Security deletion. | 

General Norsrap. I point out the importance of e: uly warning. In 
air defense, we are now concentrating on early warning. However, 
active air defense measures are also necessary for an effective air de- 
fense. We are building up the forces to back up our air warning sys- 
tem. For instance, we are getting some Nike equipment under the 
present approved program, and we hope to get additional equipment 
under the program you are now considering. Our priority for early 
warning has been related not only to the need for protection but also 
the need to get our forces off and operating for accomplishment of our 
initial important missions. Of course, an additional substantial bene- 
fit will be the earlier warning it will provide to civilians, enabling them 
to take more effective passive civil defense measures. That is of great 
importance. 

| Security deletion. | 

Mrs. Ketiy. Before you leave that chart, you have “SHAPE pro- 
posed early warning system.” Is the blue line in being at the present 
time ¢ 

General Norsrap. No. That line represents our early warning plan 
which has been approved by the Council. It has been internationally 
financed as a NATO infrastructure project. 

| Security deletion. | 

Mrs. Ketriy. Let’s move down to the red. When we saw you in 
Kurope we were told there was a possibility at the end of this year 
that that would be greatly improved. 

General Norstap. It has already been greatly improved. 

| Security deletion. | 

Mrs. Ketiy. You are still going to depend on the jets? 

General Norsrap. Yes. 

Mr. Vorys. You mean, by aerial patrol ? 

General Norstap. This chart shows schematically the relationship 
between the air warning systems in Europe and North America and 
how each contributes to the effectiveness of the other. 

This goes back to my comment on the number of bases and the 
problem of survival, our ability to launch our counterattack. We 
believe this planned warning system will further improve our chances 
of getting our attack off. 
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From the military standpoint, if the Soviet planners were contein- 
plating an all-out war, they would surely consider the desirability of 
crossing the early warning line simultaneously so that all of us would 
not be warned at the same time the ‘y launched their attack here. 

Let’s see what would happen if they did that. They would cross 
this line and, say, this line simultaneously. They could attack very 
quickly here, but the »y have several hours before they could attack 
over here [pointing]. 

So, if they cross the warning line simultaneously, they will give 
the strategic forces in the United States and other places several hours’ 
warning. This would permit some of our forces to be on the way to 
their targets. 

Since places from these bases would be the source of their destruc- 
tion, the Soviets would pave to think very carefully before they would 
take any action that would start these planes. If they wanted to 
attack the bases simultan eously, then they would have to cross this 
line hours before they would cross this line. But when they cross 
this line, we would know hours before they would cross our line here 
and we could get these planes off. 

So, they would have to think, “We have given these people hours 
of warning and they are ready to go here and they can be the source 
of our destruction.” 

So, no matter how he goes about it, he is faced with a very real 
problem. We believe this makes a great contribution to the deterrent. 

The Soviet planner must always consider, from a practical operating 
standpoint, that some of our forces will get away, and we are con- 
fident that enough will get away to carry out our m counterattack. 

Mr. Vorys. Is that one going to be declassified, that analysis, and 
soforth? Thatisa dandy. 

General Norst AD. The existence of these two air warning systems 
coupled with the tie-in between them confronts the Soviet planner 
with a very difficult, an almost impossible, problem. He cannot knock 
out all of the forces that can bring about his own destruction. I would 
hate to be presented with that problem. 

This shows the location and the size of the Russian threat. 

[Security deletion. ] 

General Norsrap. These are part of the total strength of 20,000 
planes and 175 divisions that we believe the Russians have. This is 
the part of that strength that we think could be used against us 

[Security deletion. ] 

General Norsrap. I have talked a great deal about our retaliatory 
forces. I would like to talk now about the role of the shield as a part 
of the deterrent. The shield forces, so-called conventional army, 
navy, and air forces, are the forces that we keep stationed in forward 
areas. They have the responsibility for holding this forward line. 

[Security deletion. | 

General Norstap. I would like to discuss a third important mission 
of the shield, a mission that has not been discussed before— its contri- 
bution to the deterrent. The line that the shield forces man—the line 
separating NATO from the Soviets or their satellities—is the most 
sensitive in the world. It is extremely well defined. Many of the 
people living on this line have common ancestors with us. 
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In the second place, there is no other place in the world where we 
have such firm commitments. In the treaty itself the United States 
and the other 14 members of NATO have pledged themselves to con- 
sider an attack against 1 as an attack against all. In the 8 years since 
the treaty was signed these commitments have gained added stature. 
Many of the basic policies of this country and of the other 14 coun- 
tries, have been built on the North Atlantic Treaty and the commit- 
nents associated with it. 

[ believe our retaliatory forces are effective and I believe the Soviets 

‘ealize they are effective. I believe they have made a great contribu- 
tion to the prevention of war in the past, and I think t they do now. 

At the present time I think our retaliatory forces are capable of 
destroying whatever Soviet military targets we must knock out. 

I believe that, at the present time, our forces could operate with rela- 
tive impunity. Perhaps in the future they might not be able to, but 
there is no reason for me to believe we cannot keep this capability for 
| year, 5 years, or 10 years—provided we do the things we reasonably 
should do. 

The fact that the Soviets may develop an atomic capability does 
not mean we cannot destroy the military targets that must be hit. The 
effectiveness of these forces as a deterrent can cont inue even though the 
Soviets may very well increase their atomic capability; because what 
deters the Russians is the knowledge that no matter what damage they 
might inflict, the alliance is able to retaliate and destroy those targets 
that are most important to them. Regardless of the Soviets atomic 
capability relative to ours, I suggest that as of today there is an abso- 
lute aspect of our capability that the Soviet planner must consider. 

If war comes we will not start it. If the Soviets deliberately plan 
to start it, they must today face the proposition, “If I deliberately start 
a war, I will be destroyed.” 

That, I think, is a proposition we must keep them faced with for the 
next 5 or 10 vears. 

I suggest they cannot take that decision, and I think that a cold- 
blooded decision to go to war would be most unlikely if not impossi- 
ble. If that is correct, I believe it adds great significance to other 
circumstances which might or could lead to war. With this in mind 
[ now go back to this line dividing the East from the West. 

If this line were lightly held or not held at all, the Soviets or one of 
their satellites could by accident or error move across that line. [Se- 
curity deletion.] If they did that— and I assume it would be against 
little or no opposition, no substantial force used—we would be in a 
very difficult position. If we failed to move the Soviets out promptly, 
I leave to your judgment what would happen to the NATO alliance. 
I would think the alliance itself would be undermined. 

If you undermine the alliance, it is not necessary for me to go into 
detail and suggest what would happen to our fundamental policies 
that are now based on the treaty and the alliance. 

On the other hand, if we decided that we would carry out our treaty 
commitment, we would be faced with the decision to use substantial 
force, a decision that could quite conceivably lead to the great war 
we want toavoid. I donot have to suggest that this decision would be 
very difficult to take. 


enaperetes sana ede ag nena mete 
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Under other circumstances where we would hold this line with a 
reasonable force, not a large force but a reasonably strong force, if an 
aggressor MOV ed i in, either because of an accident or error he would be 
stopped. He could not punch through without reinforcing the troops 
that move initially. If he should decide to probe, the same thing 
happens. There would be a momentary delay. By “momentary” I 
mean hours or days. 

| Security deletion. | 

General Norsrap. Before calling up reinforcements, an aggressor 
would have to say, “If we are to pune h through, we will have to bring 
up reinforcements. We are going to use substantial force, and this 
will involve not only the force » that now opposes us here but it will in- 
volve calling down on our heads the awesome force of these great re- 

taliatory forces.” By having these forces and the will to use them, 
we would force the Soviets to consider the risk. This risk is one that 
I suggest the Soviets cannot take—essentially this is the deterrent. 

I believe that in this w ay the shield becomes a very vital part, an 
essential part of the deterrent. In fact, it is clear to me that the shield 
fills some important and critical gaps in the deterrent. 

We can probably avoid this very dangerous situation by further in- 
creasing the strength and effectiveness of our shield forces. I believe 
that the cost for these forces is reasonable and well within our ability 
to meet. This, then, is the basis for the shield force. It makes the 
Soviets face very difficult alternatives if they contemplate aggression. 

[Security deletion. ] 

General Norsrap. It is sobering for anyone who plans deliberately, 
cold-bloodedly, to take a course of action that will result in his own 
destruction. That is what the Soviet planner must consider today and 
we must continue to make him face such a virtually unacceptable 
proposition, any time he thinks of using force. Even if as a result 
of accident, ignorance, or error he thinks of using force, he must be 
confronted with and given time to reflect “If I do this I am destroyed.” 

We feel that the retaliatory forces and the shield forces both con- 
tribute to our deterrent. We also feel that these forces, combined 
with the will to use them can prevent war. 

Mrs. Ketiy. Mr. Chairman, may we go to the floor, answer the 
quorum, and return to question? Will the general be here? 

Chairman Gorpon. I will announce to the committee that a request 
was made on the floor of the House to meet this afternoon, but it was 
objected to. 

Mrs. Borron. We haven’t even started asking questions of the 
general. 

Chairman Gorpon. We will carry on as far as we can. 

Mrs. Botron. Will we have the gentleman back ? 

Chairman Gorpon. I understand the general is leaving tomorrow. 

Mrs. Ketxiy. The point I want to make is we have not questioned 
on the points of weakness or strength of NATO. 

Mrs. Botton. I think we should abandon Mr. Hollister this after- 
noon and ask the general if he can come back or continue through the 
lunch hour. 

Chairman Gorpon. We want to continue as long as wecan. 

Mr. Jackson. May I ask a question that goes to the grave concern 
many of us feel, that the pending discussions on the abolition of nu- 
clear weapons, this whole concept or the major part of the concept is 
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that our capacity to retaliate with atomic weapons is the principal fac- 
tor which would deter the Soviet from an attack. 

If we conclude an agreement, and I suppose it is reprehensible to 
suggest that we should not outlaw the use of atomic energy, but it 
seems to me if we negotiate such an agreement that all we have is so 
many thousands of planes against so many thousands of planes, and 
in point of numbers probably outnumbered. We will have so many 
divisions on the ground in Western Europe, we go back to the old con- 
ventional warfare, and it seems to me we cell then be at a tremen- 
dous disadvantage. 

General Norstap. While I am strongy in favor of disarmament and 
lessening tension, we must be certain that we do not agree to take any 
action to limit our relative ability to defend ourselves. — 

[Security deletion. | 

Mr. Jackson. What is the estimated Soviet strength in divisions ? 

General Norstrap. We still estimate Soviet Army strength at 175 
divisions. ' 

[Security deletion. | 

Mr. Farssrern. General, would you care to comment about this open- 
skies business? What technical adv: antage or disadvantage we might 
have if we made some sort of an agreement with the Russians insofar 
as the open-skies phase of any agreement # ¢ Where would we be at an 
advantage and where would we be ata disadvantage ? 

General Norsrap. It is a little difficult for me to answer without 
talking to a specific proposal. 

This is a personal judgment and personal opinion, but I would feel 
very strongly that we must consider some action which could lead to 
an lmprovement in the existing political and military situation. I do 
not believe that the status quo is satisfactory. I do not see anything in 
the status quo which would commend it to us us a permanent arrange- 
ment. 

Consequently, I would believe that now and in the future we must 
consider any action or actions which could lead to an improvement in 
the situation. 

However, having said that, L believe also that we are entitled to be 
skeptical. I would think we should avoid being cynical because 
cynicism is a poor basis for a relationship between individuals or for a 
relationship between nations. However, based upon past failures of the 
Russians to keep their commitments, at least as we had understood 
them, I believe we are justified in being skeptical. 

While I would weigh each Soviet proposal with skepticism, I would 
still not freeze my mind to the possibility of there being some substan- 
tial improvement. 

| Security deletion. | 

General Norstap. In all the disarmament negotiations I would hope 
that we would measure any proposal, regardless of who makes it, 
against the only real standard, on the basis of facts and not on the 
basis of hopes and promises. 

[ Security deletion. | 

Mr. Farssrein. The reason I am inquiring is apropos of the situ- 
ation existing with Mr. Stassen’s latest proposition. I am relating it to 
that, and inquire if you have any opinion as to wherein our safety would 
lie insofar as the proposition made between them and Stassen. 

[Security deletion. | 
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General Norsrap. I have not seen the one that they are supposed to 
be discussing at the present time. 

Chairman Gorvon. Mrs. Bolton. 

Mrs. Botton. General, you were speaking of the French forces, and 
soon. Have they any colonial troops in the NATO forces? 

General Norstap. Yes; there are some. 

Mrs. Bouron. From where ? 

General Norstap. The French have Moroccan troops in both France 
and Germany. Also, the French have always maintained a number of 
Algerian and Moroccan troops in France. 

Mr. Vorys. Are there any Senegalese. 

General Norstap. Yes. 

[ Security deletion. ] 

Chairman Gorpon. Mrs. Ke ys 

Mrs. Kerry. Thank you, Mr. Chairman. General, vou have stressed 
the strength and importance and operation of the deterrent. In 
answering Mr. Farbstein’s question, you said, “We should not create 
a weakness.” Have we created a weakness in permitting the English 
forces to withdraw troops from Europe—to decrease the number of 
forces assigned toNATO. [Security deletion. | 

General Norstrap. It has been no secret that I have opposed any re- 
Guckaone in the plan of program NATO forces, and specifically ex- 

resse d concern over the reduce tion planne J by the Bri if ish. 

I would like to point out, again— 

Mrs. Keiiy. You said, it was no secret ? 

General Norsrap. It is no secret that I have taken this position. 
[ Security deletion. | 

Mr. Carnanan. The French and some of the other European na- 
tions are said to be developing an interest in the production of atomic 
weapons. What is your reaction to it? 

General Norstap. It is quite true, and particularly in France, al- 
though the British have a program which they started after the war 
which has led to the development of atomic and nuclear and thermo- 
nucleur weapons. The French also have an interest. 

[| Security deletion. | 

Chairman Gorpon. Mr. Vorys. 

Mr. Vorys. You mentioned other budgets. How about Germany ? 

General Norsrap. For a number of reasons the Germans have been 
rather slow in starting to build their military forces. Now they have 
started and are making significant progress in all three services. 

| Security deletion. | 

Mr. Vorys. Their economy is booming but they cut down— 

General Norsrap. I have no knowledge of the Germans cutting their 
defense budget. 

[ Security deletion. | 

Mr. Vorys. As I understand it, the Moroccans, the Senegalese, and 
so forth, that serve in the French Army, they are mercenaries; aren't 
they? They aren’t drafted. They are volunteers s. They don't do 
it for love of France; the ‘y do it because that is the best kind of job 
they can get / 

General Norstap. The Moroccans are volunteers and are not drafted. 
They are paid for their services. This gives them prestige and they 
are fine soldiers. 


~~ 
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Mr. Vorys. General, we are faced in Congress, as we take this bill to 
the floor, and in this committee with the problems of the will of these 
countries. You had that word “will” down on the necessities for 
NATO. What about the apparent weakening of the French and Ger 
mans and British to keep the show on the road ¢ 

General Norsrap. Mr. Vorys, 1 would like to sum up on that line, 
anyway. 

Mr. Vorys. We bear rumors that all three of them are falling short 
or backing down. 

General Norsrap. In the last 4 months I have had a rather unique 
experience, an experience that I think very few people have. I have 
visited all of the NATO capitals. I have talked to the heads of gov- 
ernments, to the members of governments and to the parliaments of 
those countries. I have talked to them not only as an American but 

rimarily as a person who bears certain responsibilities for them. 
So I think I have had something of an advantage in evaluating the 
situation in NATO. 

They have all been extremely friendly to me. I came away from 
those visits very grateful for their support and deeply al I have 
been moved partic ularly by t he devotion and the dedication of these 
people to the principles of the NATO Alliance. I beheve they all in 
tended to meet the requirements, their commitments, to the alliance 

NATO, and the fact of the alliance, is not a subject for disagreement 
between political parties. It is accepted by all of them. Support of 
NATO is a matter of national policy in all of these countries. 

I will say a word about each of the three countries you mentioned. 
You ask if the recent United Kingdom action can be interpreted a 
a lack of interest, a lack of dedication to the alliance. I might ques- 
tion and you might question why they now plan these force reductions. 
But Tam confident that we cannot question the sincerity of the Brit 
ish people, and particularly their sincere devotion to NATO. 

| Security deletion. | 

General Norstap. As far as Germany is concerned, they are building 
up at the present time and they have a very good program. I see no 
sign of their relaxing or letting down. Asa matter of fact, they are 
building up to an increased speed. Two days before I came over ha Te 
the Chancellor and I spent 5 hours talking. He certainly impressed 
me with his dedication and devotion to NATO. TI see no indication 
that the Germans are relaxing their efforts in any respect. 

It is true that the French have redeployed some NATO forces. 
They did this over the past 2 years to meet their problems in North 
Africa. They have given me assurances that they will return some 
of those forces this year. [Security deletion. 

General Norstap. As IT mentioned, in three other countries, the mili 
tary budgets are actually i inereasing. 

[Security deletion. ] 

General Norsrap. These things are not indicative to me of a general 
relaxation, of letting down. As the responsible commander, T have 
ereat hope that these programs will] be carried out in the Course of the 
next 2 or 5 years. 

Mr. Furron. Would vou please comment on the effect of the pro- 
osed cutting of the United States military budget by the Congress 
of the United States on the NATO governments who have increased 
their current defense budget in the NATO alliance. 
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General Norstrap. The action taken by the United States, and par- 
ticularly the support that the United States gives to particular activi- 
ties carries great weight throughout Europe. 

They w: atch, for instance, the action that you take, the support 
that you give, or the arguments that you use against the bill that you 
are now ‘considering. Their systems of government are different 
from ours. In most European countries if a member of the majority 
party makes a statement, it is unlikely that it would not be consistent 
with the government’s position. While government officials in Europe 
generally understand the American system, a large number of Euro- 
peans tend to think that statements by individual Congressmen repre- 
sent United States Government positions—and, as you know, this is 
not always the case. 

Mrs. Botton. I just wanted to ask whether in going over these 
executive minutes, you would consider the possibility of that being 
used ? 

General Norsrap. I will review it and make available as much as 
possible. 

Mr. Jackson. Could you indicate in the transcript those parts that 
could not be released ? 

Chairman Gorpon. Yes. We will do it before it is released. 

Mr. Vorys. I think what the General has said, that he will try to 
make as much of it available as possible, is the answer. As to your 
whole splendid statement here this morning, I would covet having 
as much of it as possible cleared in order to have it shared by our 
brethren down on the floor. 

Mr. Furron. And with the right to revise and extend remarks 
given tothe General, as we Congressmen do. 

[ See nie 8 deletion. 

General Norstap. We have made tremendous strides. Since 1947 
the change in the free world is really miraculous, and for that the 
United States can take considerable credit. We should be proud 
of the part we have played in this progress. 

It is not a domestic political issue because the progress has been 
made under several administrations of both political parties. We 
have contributed a tremendous amount, and the difference between 
1947 and 1957 is the difference of day and night. 

We have been extremely successful. On the basis of this I think 
we should continue to move forward, not to permit ourselves to freeze, 
erystallize in this position. 

Chairman Gorpon. Mr. Burleson. 

Mr. Burirson. If I may. Mr. Chairman, I would like to pay my 
deep respects and compliments to the General, and then, Mr. Chair 
man, if I may report to you, on the record, the situation on the floor 
with reference to your instructions to me to ask that the committee 
may sit this afternoon. 

Mr. Chairman, the Speaker said that he would not entertain a 
request for the committee to sit this afternoon during the 5-minute 
rule on the pending measure on the floor. 

I further made the inquiry, that if a similar request was made sub 
sequently, thinking of Thursday afternoon, when we have scheduled 
hearings on the Status of Forces Treaty, would his ruling be the same. 
The Speaker said such a request would not be granted. 
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Therefore, Mr. Chairman, it would not be in order to have a session 
this afternoon and neither would it be in order for next Thursday 
afternoon. I ask that the hearings on the Status of Forces Treaty 
next Thursday afternoon be va ated. 

Chairman Gorvon. That is the situation. I guess we will have to 
accept it. 

Mr. Burieson. It seems there is no other choice for us. 

Mr. Vorys. Before we let the General rest, there is one question I 
certainly think we would all like to put to him. As you have just 
heard, we have before this committee a resolution urging the United 
States to denounce the Status of Forces Treaties; and when the advo- 
cates of that action are pressed as to what the alternatives would be, 
they say, “Well, if the other countries won’t permit us to try every 
case involving any American in service by our own courts, then we 
bring our forces home.” 

I think it would be very helpful to have your comment on that 
situation and what the alternative would be if we pulled out, as to 
whether we would be able to keep any forces in your territory if they 
were all to be tried by our courts. 

General Norstap. I think the consequences of any renunciation of 
the Status of Forces Agreements would be nothing short of disaster, 
not only for the alliance but for the United States as well. 

[ should like to preface my remarks on this subject by saying that 
as their commander, I have a very special interest in the troops under 
my command. I am responsible for their welfare and their conduct, 
so you may be sure that I have kept up with the Status of Forces Agree- 
ments very closely, and have been intimately involved in just how ‘they 
have worked out in practice. 

I am satisfied that the rights of United States servicemen are well 
protected in my area of responsibility, On the one hand, without ex- 
ception, we have managed to exercise the military jurisdiction neces- 
sary to the maintenance of military order, control, and discipline. 
On the other hand, in the cases tried in foreign courts, I am sure 
that the rights of our servicemen have been fully protected. This pro- 
tection has been assured not only by the NATO Status of Forces 
Agreement and other bilateral agreements, by the command atten- 
tion and legal assistance given in every case, but also by the generally 
sympathetic attitude of foreign national authorities. T can add that 
the sentences meted out to United States servicemen in foreign courts 
are by and large lighter than sentences adjudged in the United States 
civil and military courts for similar offenses. 

The Status of Forces Agreement was worked out among the mem- 
bers of NATO to find a common denominator with which forces of 
one country could live and operate in another, It was worked out in 
recognition of the fact that host nations are sovereign states. Regard- 
less of their size, their sovereignty is just as important to these nations 
as our sovereignty is to the American people. It is something that is 
sacred to all people. 

In general, the Status of Forces Agreement has turned out to be 
generous to Americans. For although it applies to all of the nationals 
of its NATO signatories, it has a particular importance to the United 
States, because more Americans are involved than any other nation. 
What it means is that these nations, in signing the treaty, have re- 
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linguished a part of their sovereignty. They have done this willingly. 
You cannot demand that a country give up sovereignty. 

In actual practice, however, they have given up even more sover 
eignty than they agreed to give up in the treaty. For example, the 
aor ement provides that either party may request a waiver of the 

ghey party's jurisdiction, Since the treaty has been in effect, host 
nations hi ive Wi alived, upon our request, upw: ards of 65 pe reeht of the 
eases which originally fell withm their jurisdic tion. 

In those cases where jurisdiction was retained by the host nation, 
it has been my Lo ret and that experience has now been rather 
broad in terms of time and geographical area—that I don’t know of a 
single case in which any of you gentlemen would say there was a mis 
carriage of justice, unless you would be upset by the fact that some 
of our Americans have committed serious crimes for which you telt 
that punishment was too lenient by our standards. That is the general 
recor«. 

You gentlemen should examine that record, if you have not already 
had the opportunity to do so. You would find, in the first place, that 
since we have thousands of Americans overseas, there is in any such 
le Way from petty 
things to very serious ones. You would also find that the host nations 
are in general reluctant to take over jurisdiction. You would also 
find that in those cases where they do, they lean far over backward 


group of people a certain incidence of crimes all t 
1 


be fair and cooperate. They re Si] cere about the Alliance ana } 
fact crateful to the United States for the contribution we are making’ 


rn 1 


to the collective defense. Phey lean so far over backward that they 
are far more lenient with serious crimes than we would be in the United 
States courts. They are far easier with our people than we would be 
ourselves, 

Now there are many misconceptions and much misinformation going 
around about how these foreign courts work. For example, some time 
ago, I heard the objection that French law was unfair to our 
people because it contained no presumption of innocence. That is 
absolutely and incredibly wrong. The presumption of innocence does 
exist In French law, under the iets code, just as in English law. 

Mr. Vorys. Would you say a word about the alternative which these 
peonle are willing to have you face? That is, if we denounce the Status 
of Forces treaties, and then if it is impossible for us to have our 
forces there under our own terms. we brine our forces home? 

General Norsrap. I think a renunciation of the Status of Forces 
Treaty would be an act of irresponsibility on the part of the oreatest 
country in the world at the time of the peak of its responsibility of 
leadership. That isa a ‘tty categorical statement and a pretty strong 
statement. but I feel s tronely about it. 

Our participation in NATO, and all of the programs we have to 
counter the threats against us, these are not solely for defense of 
France or of England or Greece or Turkey, or any of the others—thev 
are for the security of the United States. This whole thing has been 
based on that. That is why it is valid. 

I know something about this alliance, and T have very strong opin- 
ions about it. Tam dedicating a eood part of my life to it. T believe 
init. IT believe in it completely. I believe in it because T feel that this 
alliance is absolutely essential to the security of the United States and 
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for us to threaten to pull out our troops over this agreement, which 
has not in any way worked to the detriment of any of our people, 
would be playing fast and loose with our own security. 

For us to say, under those circumstances, that we would withdraw 
our forces denies that NATO is of any consequence to the United 
States. That would bea very poor position on our part. Second, if 
you say you will do that, you are disregarding the sovereignty of all 
these people. 

I think it is absolutely pre posterous for us to think we can tell these 
people that thei sovere lgnty is not importan and the rights that we 
insist we have in our own country we are not willing for them to have 
and exere ise 1n their own. 

Mr. Vorys. What would the consequence be ? 

(reneral Norsrap. The consequence would be, as I have said befor 
the feeling on the part of our friends and allies throughout the world 
that this was an act of irresponsibility. Second, it would result in 
a creat loss of confidence in the United States at this time when our 
leadership and the eon fidence W hich makes such leadership pe ssible 
is of the greatest import: ince. 

If this should result, for instance, in what you have previously sug 
gested, a withdrawal of our forces to this country, I think it would be 
catastrophic for the United States. I feel that it would eventually 
result in our losing our friends and allies one by one, by one reason or 
another. until we would truly be isolated, condemned to live- and to 
try to survive—as an island ina sea of communism. 

I am not going to Say what this would do to the standard of living 
in this country, which depends so much on commerce and trade with 
other people. That is something with which you are more familiar 
than I. oo from the standpoint of defense, to sit here and try to de 
fend the United States, with all of the power of the rest of the world 

cainst you, I doubt if there are enough resources in the United States 
to doit. This is not a question of whether you want taxes to be higher 
or want taxes to be lower: this will take everything that you and I and 
everybody else in this country can produce from now on. If that is 
the thing we want, then we can accept withdrawal of our forces. 

I ain not saying this would come about immediately. It would take 
time to develop. But the ultimate result would be inevitable. I think 
the consequences are far too serious for us to denounce a tre: ity w hic! 

I believe, has proven to be a reasonable document, and which has ac 
tually worked out to the advantage of American people. 

Mr. Funrox. You recommend that the United States live up to the 
existing treaties and executive agreements on Status of Forces pro 
cedures ? 

General Norsrap. By all means. 

iy LTON, Would you then vive the effect on the United States 
members of the Armed Forces and our own United States servicenit a 
under your NATO jurisdiction in Europe of the United States Gov 
ernment living up to the Status of Forces treaties covering jurisdiction 
for the trial of United States servicemen for offenses committed 
abroad ? 

General Norstap. The effect of the American troops and our liv 
ing up to this Status of Forces is not a morale factor, if that is what 
you are getting to. 


92522—57—pt. 4 4 
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Mr. Fuuron. I wanted to know what the effect on the morale of our 
United States troops would be. 

General Norsrap. They are not particularly concerned with the 
Status of Forces Agreement. Sometimes when a man gets in serious 
trouble, he will talk about the danger of “languishing in some jail,” 
in an effort to elicit sympathy in the press that could influence the 
result of his trial. 

There have even been some cases that were completely fictional, but 
which nonetheless could have created unfounded opposition to the 
agreement. I will tell you about one of them. 

I got a letter sometime ago from a Member of Congress—it might 
have been one of you. The letter was forwarded with red border, ex- 
pedited through the Pentagon Building. This letter went something 
like this: “The attached letter is from a mother of an airman serving 
under your command. It is self-explanatory. This is a serious state 
of affairs, and would you give me a basis of a reply?” This mother 
enclosed a letter from her son who was a sergeant under my command, 
lt said, in essence, "Dear Mom: I am sorry I have to write to you 
from this particular place, which is a jail.” He went on to describe 
the jail wath bugs, vermin, the filth, food, when there was food, and 
that he was in jail only because of a mist files sn identity. He said that 
he was there, and would stay there forever. He said that the United 
States people had been very fine but there was nothing they could do, 
that the laws of France were such that he would stay there forever 
unless he could hire a French lawyer, and that would cost him $100. 
Please send me the hundred dollars. This was a very sad letter. 

I ordered an immediate investigation and wondered why I had not 
heard of the case. 

It was divulged that he was right in my own headquarters. They 
brought in a very shame-faced technical sergeant. “Are you Sergeant 
So-and-So?” “Yes.” “Here is a letter that says you are languishing 
in this vile jail down here.” 

You have never seen a man soembarrassed. He said, “General, there 
is no use extending this conversation any longer. It is rather painful 
tome. But I will tell you the fact of the matter. I got involved in a 
poker game and I lost my month’s nae wry, and I had to settle up and 
I am short one hundred bucks. I didn’t know how to get it and 1 
wrote tomy mother.” 

This is, of course, an isolated case, but even when they actually are 
in jail, there is sometimes a tendency for them to embellish their stories. 

SGeruvie deletion. | 

Chairman Gorpvon. Mr. Coffin. 

Mr. Corrin. I will - trouble further the general, but since I 
haven't had the chance, I do want the privilege of saying that I think 
this has been a remarkable performance this morning, for 3 solid 
hours. I have been instructed not to mention inspired. I think I speak 
the feeling of the committee. 

Mr. Vorys. Hear, hear. 

Chairman Gorpon. The committee stands adjourned until 10:30 
Thursday morning. 

(Whereupon, at 1: 37 p. m., the committee adjourned. ) 
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(The following letter from General Norstad has been received for 

inclusion in the record :) 
ALLIED POWERS EUROPE, 
SUPREME COMMANDER, 
June 12, 1957. 
Hon. THOMAS S. GORDON, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

DEAR Mr. CHAIRMAN: During the course of my appearuuce yesterday, I was 
asked to furnish the committee my views upon the statement made to the com- 
mittee on June 7, 1957, by Mr. Kersten with reference to the proposal made by 
the executive branch that the second sentence of section 401 (a) of the Mutual 
Security Act of 1954, as amended, be stricken in the Mutual Security Act of 
1957. 

Although I have not been able to study the legal implications of this problem, 
it is my opinion that as long as the Soviet threat to our freedoms continues, we 
should take adequate steps to bolster our defense. I consider that retention of 
the authority to carry out the purposes of the Kersten amendment contributes 
to that aim. However, I have been assured that the revision proposed by the 
executive branch would retain adequate authority for the President to carry 
out the purposes of the Kersten amendment, and that the language of the other 
portions of the Security Act are considered more appropriate under present con- 
ditions. For these reasons, I am in favor of this revision. 

I have been reassured to find that it is not the intention of the executive 
branch to express any disapproval of the purposes of the Kersten amendment in 

ecommending its repeal 
Sincerely, 
ILAURIS NorSTAD, General, USAF. 
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THURSDAY, JUNE 13, 1957 


House or REepresENTATIVES, 
ComMITTre ON Foretan AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, at 10:40 a. m., in room G-3, 
United States Capitol, the Honorable Thomas S. Gordon (chairman) 
presiding. 

Chairman Gorpon. The committee will come to order. We have the 
pleasure this morning to have Ambassador “Dick” Richards before 
us, former chairman of this committee. 

Indeed, it is a pleasure, Dick, to have you here with us. I know 
that your performance in the Middle East was an excellent one. You 
have pleased the members of our committee. I know you have pleased 
the President in the performance of your assignment. 

| know the committe is very anxious to hear some of your report. 
You may proceed as you wish, Ambassador Richards. 


STATEMENT OF HON. JAMES P. RICHARDS, SPECIAL ASSISTANT TO 
THE PRESIDENT 


Mr. Ricrarns. Thank you, Mr. Chairman. It is needless for me to 
say it is a pleasure to come up here and talk over the situation in the 
Middle East with the members of this committee, particularly in view 
of the fact that we have worked on this and similar questions for many 
years. Some of the happiest days of my public life were spent up here 
with this committee. I reiterate it is a pleasure to be here again. 

I want to say, Mr. Chairman, that it is just like I thought it would 
be: everybody tells me that you are doing a wonderful job. IT would 
like for you to inform me after our discussions here exactly how you 
tamed the wild men and wild women of the committee. 

Chairman Gorvon. I will be happy to give you a report. 

Mr. Ricrarps. I have a prepared statement which is not very long. 
I won’t read it, because I want to talk over with you this situation a 
little bit. 

Mr. Vorys. Are you going to give him permission to extend and 
revise 

Chairman Gornon. We will hold him strictly to the rules. 

Mr. Ricrrarps. You are pretty liberal in your rulings, Mr. Chairman. 

Chairman Gorvon. I am trying to follow in your footsteps. 

Without objection, your statement will be made a part of the record. 

(The prepared statement referred to is as follows:) 

Mr. Ricuarps. When one has worked with a group of men closely 
over a period of years as T have with this committee, it is always a 
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pleasure to return and discuss matters often considered in the past. 
It is in this spirit that I am appearing before you today to report on 
my mission to the Middle East. 

‘The background may be covered briefly. On January 5, 1957, the 
President submitted to the C ongress certain proposals for the Middle 
East. He stated that he intended to send a mission to the area to 
explain the new program, and he subsequently asked me to take on 
the job. By House Joint Resolution 117, the Congress, on March 9 
endorsed in essence the President’s proposals. On March 12 I de- 
parted on a trip which took me to 15 countries in the general area of 
the Middle East and nearly 30,000 miles. I returned on May 8 

It would not be appropriate for me to try to evaluate the results ot 
my mission. That should be left to others and to time. However, 
there is one thing I can say with conviction—the President by pro 
posing and the Congress by adopting the joint resolution assumed on 
behalf of the U nited States a new responsibility to help the people of 
the Middle East at their request to maintain their national independ 
ence and territorial integrity. This new departure, this entirely 
American line of action, evoked a heart-warming trust from the 
nations of the area. ‘lo me it was gratifying to find a great reserve 
of good will and respect for the U nited States. I believe most of the 
leaders in the area are convinced that we have no ambitions to domi- 
nate but rather a genuine desire, in view of the common interest 
peace and security, to assist them to build the strength and independ 
ence which they want and which we both need to resist Communist 


domination. The following facts are the eogai-iot Of the 18 nations 


which may be said to lie in the general area of the Middle East, 15 
aed tly invited my mission to visit them. Of these. 13 have en 
dorsed the purposes and objectives of the joint resolution. The re 


maining two, while preferring not to give public approval at this time. 
did not reject it 

What needs to be done now / 

As you know, the joint resolution has two main features, First i 
the declaration of intent to use ihe Armed Forces of the United States 
to assist nations in the general area of the Middle East at their request 
to resist armed aggression by a nation controlled by international com 
munism. This dec laration in itself las a twofold effect: 7 L) it puts in 
ternational communism on notice, thereby pile i eg a strong deter 
rent, and (2) it gives the countries of the area that sense of sec Ari) 
and confidence needed to stimulate a resolve to work to he Ip them 
selves. As long as we make sure that the forces of international com 
munism do not outdistance us in the military field, [ do not believe any 
further specific action with respect to this aspect of the joint declara 
tion is needed at this time. 

The second feature is the declaration of intent to help area countries 
at their request to build up their economic and military strength so 
that they, themselves, can contribute more effectively to free world 
progress and security. A lot more needs to be done in this connection. 
I would like to discuss this part of the joint resolution with you in 
greater detail. 

Let us start with the facts: The resolution appropriated no new 
money but removed certain restrictions contained 1n the Mutual Secur- 
ity Act of 1954, as amended, from the expenditure of up to $200 millior 
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of moneys already available. The resolution made clear that it was the 
intention of the Congress that these funds should be used at the request 
of area states to assist them in building up their economic and military 
strength to resist international communism. The President author- 
ized me to commit on the spot funds for this purpose. Any commit- 

ments, of course, would be in accordance with the terms of the joint 
resolution. I authorized assistance in the magnitude of $120 million. 
A little more than half went for economic aid. In accordance with 
the provisions of the resolution full details have been made available 
to appropriate committees of the Congress. 

You may ask how I went about investing this amount of the tax- 
payers’ money. How could I assure myself that I was acting wisely 
and prudently ? 

I would like to describe for you the way in which my mission funce- 
tioned. Before leaving Washington, officers from the Departments 
of State and Defense and from ICA assembled all available data bear- 
ing upon the problems I might encounter in each country. This in- 
cluded, for example, budget figures, balance-of-payment statistics, 
anticipated industrial and agricultural production, and the strengths 
and equipment of the Armed Forces. While Congress was consider- 
ing the joint resolution I pondered over this information and hs ud it 
digested into compact, readily usable form. Before landing in a 
country I was able to run quickly over figures showing all American 
assistance previously extended, summaries of the country’s most 
pressing problems, and projects carefully worked out in the military 
and economic fields for which further United States assistance might 
be required. I had directed that the projects drawn up should be 
only essential ones and ones contributing directly to the purposes of 
the jaint resolution. Upon arrival we met immediately with the 
American Country Team, including representatives of the embassy. 
United States Operations Mission, and in countries where they operate. 
the Military Advisory Assistance Group. We pored over additional 
material which had been assembled prior to our arrival, and dis 
cussed tactics. The first plenary meeting with the top foreign offi- 
cials was taken up, of course, in large part - general explanations 
of the American doctrine for the Middle East. However, we in- 
evitably received requests for both economic ‘aa military assistance 
far greater than we could meet. Afterward military and economic 
representatives from the foreign government met w ith members of my 
staff to go over in detail the various requests. Then my mission would 
meet again with the Country Team, and I would decide which requests 
might be met from available funds. <A final meeting with the foreign 
government would follow. 

I must say that in many cases there was disappointment that we 
could not do more. In all cases there was pleasure that the United 
States was able to act quickly and decisively on some of the most 
pressing problems. There was a surprising amount of agreement be- 
tween our people in Washington, our country teams in the field, and 
the foreign governments on which projects should have first: priority. 

I have been asked since my return, “Why was it necessary for the 
joint resolution to include a section regarding economic and military 
assistance?” I cannot overemphasize the psychological and practical 
effect of this provision. It demonstrated that we meant what we 
said about doing something to help. Without it, we would have left a 
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trail of skeptics. The resolution removed restrictions in the Mutual 
Security Act of 1954, as amended, on commitment of funds after 
April 30 and the Nuahied proportion of loans to grants. This per- 
mitted a more productive investment of the American taxpayers’ 
money in the Middle East where the critical and fluid situation had 
disrupted previous plans. 

My return has been compared to that of the unprodigal son. People 
want to know what is going to happen to the remaining $80 million. 
Why did I not spend $200 million? The Department of State has 
received quite a few inquiries from foreign governments on this 
matter. The fact is, of course, that the joint resolution did not ap- 
propriate any new funds. Expenditures under the authority of the 
joint resolution meant there was just that much less for other pro- 
grams. When I left. I never intended to make commitments under 
the joint resolution beyond the essential minimum to accomplish 
the objectives sought. The established economic and military assist- 
ance procedures should be used whenever possible. It is good prac- 
tice to hold on to a certain amount of your money for unforeseeable 
last minute contingencies. I expect that by the end of the fiscal year 
almost $200 million will have been used under the authority of the 
joint resolution. 

I have stated that much remains to be done in connection with the 
second feature of the joint resolution pertaining to economic and 
military assistance. The Mutual Security Act which you have before 
you will enable the United States to carry on this work. The develop- 
ment loan fund and the special assistance fund each include part of 
the $200 million President Eisenhower stated in January that he 
would request for fiscal vear 1958. You know that T have not this 
vear had the oceasion to listen to testimony regarding the sums 
required for fiscal year 1958. Therefore, I am not in a position to 
comment regarding specific figures except to state my conviction that 
a substantial program is essential if we are not to drop the new 
responsibility we picked up in passing the joint resolution. With 
respect to ways of carrying out the mutual security program, this is 
a matter to which I devoted careful study last year as your chairman. 
The report. which I prepared under your instructions at that time 
recommended measures similar to those now suggested by President 
Eisenhower. In a restless. uncertain world the President should be 
entrusted with maximum flexibility and the difficulties of advanced 
planning lessened by continuing authorization legislation. T also 
believe the Mutual Defense Assistance portion of the program belones 
in the Department of Defense. Mv experience in starting the job 
manned out by the joint resolution makes me surer than ever that we 
will have a more effective and realistic program if the Congress adonts 
the changes now before it. . 

The mutual security proeram you are considering will enable the 
American neople to fulfill the responsibilities they undertook in nro- 
claiming the poliev represented by the joint resolution. While 
keeping faith with the neonles of the Middle East area. we will pro- 
vide through this nrogram ereater security for our own country. 

Mr. Rrenarns. T just wanted to tell you about some of the high- 
lights. Some of the members asked me about the mission. and T am 
sorry that T have not talked to verv many of you about it. T have been 
away from here most of the time since T came back. On the two 
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oceasions that I have been up here I missed some of the members that 
I was anxious to see. 

I will be glad at any time to have any members of the committee 
who wish to ask me any questions about the situation over there. 

As I said, some of the members of the committee have asked me 
how I got tangled up in a job like this. All I know about it is that I 
was down in South Carolina right after Christmas trying to adjust 
myself to the farm and law office when Secretar Vv Dulles asked me to 
come up here and falk it over. He told me about the President’s 
message that was coming to Congress on the Middle East. I looked 
it over, and he asked me if I would go out there on this mission. I 
asked him to give me 3 days, and he did. 

I liked what the President was trying to do and I liked the Secretary 
of State’s position in regard to the Middle East. I thought it was a 
dynamic thing to do and something that should be done, and I took 
on the job. 

When I came up here, the first thing I had to do, of course, was see 
about an organization, and the Secretary of State gave his full sup- 
port. We decided that it had to be a small mission and the people 
had to be specialists along certain lines. 

Admiral Radford Vave mea ood man from Defense. He asked 
me who J wanted to go with me. [told him I didn’t know, but wanted 
the best man he had on the Middle East and our programs out there. 
The Secretary of Defense asked me the same thine. I told them they 
would have to get together on the man who was to be sent. They gave 
me Capt. Ray M. Pitts. He is here this morning. He is familiat 
with that area and is a very splendid man. T knew that we had to - 
fully informed on the programs in the Middle East of the IC 
because there was a lot I didn’t know about them, even after all our 
years together up here. Mr. Hollister gave me Mr. Cedric Seager, 
who is the Director for the Middle East, and who is also a good man. 

I had a good information man, Mr. King. They gave me 2 fellows 
from the State Department: 2 excellent career men, who were sup- 
posed to go alone and tell me how to do all this and all that kind of 
thing. And they did. They gave me Mr. John D. Jernegan, the 
second man in the Rome office, and William C. Burdett, both very 
capable experts on the Middle East. 

We had some small differences of opinion to start with, but, happily, 
when the mission ended we were all on good speaking terms, and I 
had a lot of respect for all those fellows. 

There was one kingdom in which they were very concerned about 
me knowing the proper protocol. Mr. Jernegan told me that when 
we went before a certain ruler you had to bow when you went. in. 
bow in the middle of the room, and bow when you got up next to His 
Majesty, and that you shouldn’t make the mistake, if he happened to 
be an E mperor, of ¢ alling him, “Your Majesty”: vou had to call him, 

“Your Imperial Majesty.” 

I bowed three times when we went in, and got by with it all right. 
When I started out, Jernegan was supposed to show me what to do. 
I bowed just before IT left. You are supposed to sort of back out. 
I got in the middle of the room and I bowed again. but I bowed right 
into Jernegan. Ife was backing out, too. I told him that from then 
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on I would run my affairs, that I thought I knew more about it than 
he did. Anyway, we had a good team. 

Another thing, we had to know what we were about when we went 
into a country. There was a lot I didn’t know. I don’t think I ever 
put in as much intensive study on an area as I did just before going 
over there. We studied every possible project that had been proposed 
or might be proposed for each one of those countries. 

We studied every important personage in every country that we 
had to deal with, including the ruler, the prime minister, and all mem- 
bers of the cabinet. We thought we knew them pretty well as per- 
sonalities before we went there. We moved mighty fast. In 8 weeks 
we visited 15 countries. There were 18 countries in the general area 
of the Middle East that we might have visited. 

As you know, the three countries that we didn’t go to were Egypt, 
Jordan, and Syria. We had given a public statement that we would 
go to any country that invited us to come. I interpreted that as mean- 
Ing an expressed invitation by the government. We would get certain 
messages from individuals in 2 of those 3 countries saying ; that the “y 
would like us to come, but the proper invitation was not fortheoming. 

As for Jordan, you all know about that. I think that was handled 
properly, not through this mission, because if we had gone in there— 
the King was very friendly—with some kind of crash program, it 
might have messed things up. We were in close contact with the De- 
partment about that. 

Before I left, to go back a little bit, the President gave me gener al 
instructions, with the Secretary of State, and said, “You have full 
authority to make commitments.” 

L knew that I had to have a sound basis for making commitments 
within the limit of $200 million. The President called in his main 
man on that kind of thing, and told him to contact ICA and Defense, 
and make it a red-ball highway for anything this mission did. 

Doe, I thought about you when I went to Carthage. I thought 
about old Cato. He really destroyed it; I will say that. Anyway, 
Doe and I through the years have been talking about this internation: a] 
6 eve a of you may not have understood the reference to 

Carthage—s saying that international communism must be destroyed, 
just like Cato did Carthage. So. I wanted to go to Carthage, but 
there is nothing there. It has been destroyed. If we come out as well 
on this other deal as those fellows did on that one, we will be all right. 

Mr. Jupp. And we can’t relax until it happens. 

Mr. Ricwarps. Anyway, the President and the Secretary of State 
gave me every latitude, and backed me up in everything I tried to do, 
everything I recommended in the field of commitments. 

In our study of the situation over a ‘re, the very exhaustive and 
well-studied-out report of the Middle East Committee was very help- 
ful to us, Zablocki. Every member of our staff went through it from 
beginning to end more than one time. 

Mr. Zapiocks. You think the 214 months we took to write it was 
worth it, then ? 

Mr. Ricuarps. Yes; I do. But, I don’t know why you took that 
long. 

Mr. Zaswckr. Dr. Judd and I had to dot the i’s and cross the t’s. 

Mr. Ricuarps. You had to cross those t’s. To understand a report 
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hke that, you have to study it more than onetime. There are so many 
reports up here to read. I had looked it over, of course, but I hadn't 
<tudied it as I should have. It was one of the best studies coming 
from this Congress on the Middle East, and, coming from this Con- 
vress, | was very anxious, as were all members of the staff, to know 
the contents of it. 

In the 15 countries that we visited, what we wanted to do was to 
explain and to get an endorsement of the Eisenhower doctrine. You 
would be astounded to know what it really means to the countries and 
those people in that area of the world to have direct backing of their 
desire for sovereignty and independence from the United States Gov- 
ernment. People here think that the people in the Middle East don’t 
know about the doctrine, and that maybe it doesn’t mean anything to 
them. But it really means a great deal. 

I think 19 nations have come into existence since the last World War, 
a great number of them in the Middle East. The doctrine really 
meant a lot to them, including countries outside of the Baghdad Pact. 

We were traveling fast. We were in most countries from 2 to 3 
to 4 days. Right at the end of the mission, when we had to come back 
here, there were 2 or 3 countries in which we stayed but 1 or 2 days. 
Those countries were Isreal, Morocco, and Tunisia. We did stay a 
little longer in Greece. 

The first thing we did when we got to a country was to have a meet- 
ing with our own Embassy. We were briefed on any recent occur- 
rences. After calling on the high government officials, we hi ad the 
first plenary session. We sat around the table, our mission of six sat 
on this side, and on the opposite side the foreign government officials, 
often including the Prime Minister and the Foreign Minister. 

I was instructed by the President and the S Secretary of State to 
inform the government that the $200 million, of course, wasn’t new 
money, but was money that had previously been appropriated by the 
Congress. I was instructed to inform them that money was not the 
principal part of this doctrine. The economic and military assistance 
was just something to shore the situation up where there was immedi- 
ate necessity. Other aid that we might give should go through regu- 
lar programs. There were a lot of places where there had not been 
the proper preliminary surveys. 

I committed about $120 million of the $200 million. One reason 
that I didn’t commit more than that is that I tried to be very careful 
that anything we did in the line of commitment of funds would be 
directly related to the doctrine, and would have the proper impact. 
I explained to them that I couldn’t guarantee what amount of money 
would be forthcoming in the future. I promised them nothing. I 
told them, in regard to the doctrine, that this was a revolutionary 
thing for any nation to do, that I didn’t know that it had ever been 
done before in the history of the world, that there had been various 
alliances where there were reciprocal obligations and quid pro quos, 
but I thought that this was the most courageous action ever taken 
by any country, to tell the nations of the world—and this is what the 
doctrine means—that if you are in danger of an attack by international 
communism or a country dominated by international communism, and 
ask for our help, we would respond. 

I said: “If Mr. Khrushchev and Mr. Bulganin were sitting opposite 
vou. they would tell you they were for peace and they would make all 
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kinds of promises, but the question is whether you have faith in the 
promises of the United States.” Invariably, except possibly in one 
olace, they understood it and told us that they had faith in the United 
States, that we had demonstrated by our actions, our own unselfishness 
in this thing, that they wanted to go along with us. 

Thirteen out of the 15 countries that we visited endorsed the doctrine 
in different words. Most of them said that international communism 
was acommon danger, They came all out. 

The Egyptian press and the Syrian press were attacking us all the 
way around. If you had been over there, you would have seen the 
newspapers coming from Egypt and heard the radio broadcasts saying 
that we were imperialists and were trying to tear them down. But, 
each new country would issue a communique with us and say that 
international communism was the greatest danger of all, and that 
there could be no hope for independence and sovereignty under the 
international Communist doctrine. They saw that. 

As more of the countries welcomed us, we would get various ques- 
tions. People would say, “Why are you not coming to Egypt and 
Syria?” We would say, “We have no invitation.” We wanted to 
put the governments themselves on the line as wanting us to come 
because it was evident that if they didn’t give us a clear invitation, 
the controlled press would say if we went, “What are you doing here ¢ 
You are coming here trying to fill the vacuum that was created by 
the withdrawal of the British troops, and to some extent the French, 
from the area.” 

We emphasized that we were not seeking alliances. “All we want 
you to do,” we said, “is join with us in the basic idea of the doctrine. 
Weare not asking for additional bases. Weare not asking for any quid 
pro quo. The doctrine is a thing of the spirit and of the desire of 
freemen everywhere to retain their sovereignty and independence and 
the government they wish.” 

It hita responsive chord. Of course, some of the governments and 
leaders may not be there next year. But we were trying to prevent 
any cataclysm, any violent overthrow of a legitimate government. You 
would be astounded at the good will the United States still has in the 
Middle East. Sometimes when you go into an area or a country you 
get so imbued with the people, their kindnesses and all that, that your 
commonsense doesn’t operate too well. But there is no doubt in my 
mind but that the Middle East wants to preserve its independence 
and wants to be united along ideological lines with the United States, 
without surrendering anything to anybody. 

Some of them would sit down and talk, saying, “We are not in 
danger of invasion or anything like that from international com 
munism. What we need is to build up our economic strength so 
that we can withstand subversion.” 

I told them I thought that was very true in certain cases. I told 
them that the President had instructed me that there were two aspects 
of this doctrine. One was assistance against attack, if they asked for 
help, by international communism: and the other was to start projects 
at this time that would help build up their countries economically 
so they could help themselves withstand any threat from international 
communism. 
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They are very much like a good many other people: The more re- 
mote they are from immediate invasion, the more they are inclined 
to scoff at it. I said, “Do you think the United States is in immediate 
danger of invasion by communism 2?” They said, “No.” 

I said, “W hy do you think we build up our defenses? Are we crazy 
burdening the people of the United States with half of our budget 
for defense, with our troops all around the world?” J said, “Do 
you think it is any pleasure for us to do all that?” I said, “We do it 
simply for the reason that we have definitely come to the conclusion 
after sad experience that those fellows are out to get us—and you 
could quote Lenin and all the rest of them on that—and the best way 
to keep them from getting us is to keep prepared.’ 

I said, “In addition to what we are spending abroad, we put prac- 

cally half of our entire budget in defense. We wouldn’t do it unless 
we thought we were in mortal danger.” 

On the other hand, they would say, “Because of our religion, we 
will never accept communism. Our religion is against that.” They 
are very religious people. 

[ said, “Well, let’s use the illustration of Poland, there is a strongly 

Catholic country, over 95 percent devout Catholics. Didn’t the Poles 
love their re ligion 4 ¢ Do you think they believe in communism? They 
never did. Where are they now? Your religion is not going to pro- 
tect you in the long run ag: 1inst this insidious thing.” 
I am trying to show you the kind of argument that went on across 
ie table between us in order to give you the thinking of those people. 
When we got down to projects, they would throw the book at you. 
They would ask for $2 billion. You would have to argue with them 
ind sort matters out, e xP laining that is not the type of thing we are 
ible to. do now under the doctrine. In practically every instance, the 
projects decided upon were projects that had been ‘studied and thought 
out and would ne sometime have been put into effect by ICA, 
vith the approve al « the State Departme nt. We had all the back- 
gvround. No man M going out there and throw out $200 million and 
say, “I want to give you this,” unless there is some basis for it. That 
sa reason no more than $120 million was committed by me. 

Another reason was you had to reserve something. In the last 4 
r 5 nations we went through we didn’t give anything. I can tell 
vou about some of them, if you wish, in executive session. 

( salenine: Chonnae. That is what we intend to do. 

Mr. Ricwarps. Good. When you discuss individual countries I 
think it ought to be in executive session. 

Out of the 15 countries that we visited, with possibly one exception, 
[ think that when we went away, whether they got anything or not, 
we were good friends. We leaned over backwards to try not to antag- 
onize them or to leave any bad feeling at all. But it was a very in- 
teresting proposition to sit down with every one of those governments 
around the table and talk over all these problems, tell them what the 
loctrine really meant, what we were trying to do under it, and see the 
creat, faith they had in the promises of the United States. Of course, 
; pointed out that alliances can be broken and promises ¢ an be broken. 

Phat is history. But the whole question is, “Do you believe in the 
Uni ted States?” And they do. 
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I would like to say something before we get into this country-coun- 
try business. I was down in the Press Club the other day and there 
was discussion of a trip of this kind. Many of the members of the 
committee have been around and studied these questions. The public 
of the United States and the departments of Government should study 
committee reports more carefully. Certainly the State Department 
studies them. I have read studies from economic committees and from 
civilian committees that have gone to different areas of the world, the 
finest. studies and reports, containing minute details on conditions in 
dfferent parts of the world. I can honestly say that the best have 
come from this committee. There is no doubt about it. 

I know the long hours the subcommittees have worked on the differ 
ent areas of the world and different countries. The general public un 
fortunately does not know enough about that. 

You members of the committee know what a job it is going on an 8 
week trip and visiting all these countries. You do not get time to go 
out and see the individual projects. You wouldn’t see the woods for 
the trees. 

At the Press Club I was telling them about the mission, asking if 
they wanted to try that kind of a trip. Old Chip and Battle-axe 
over here, they like this figure business and to mull over these ands 
and all that kind of stuff. That sort of thing really worries me, but we 
had to do a lot of it. On questions of proper language, Old John 
would study whether “deem” or “think” was the proper kind of word. 
I was quoted talking about the North African situation. That is a 
serious thing between France and—-I want to talk to you concerning 
that—I thought I said over before at the Senate committee the U nited 
States should do what it could to be helpful. They said I used the 
words “good offices.” The State Department was disturbed about it. 
I don’t see anything bad about that. “Good offices” sounds like it 
means trying to be helpful. But they make a big distinction over the 
term “good “offices.” Some of the members on the committee havi 
made a big distinction in years gone by over that kind of thing. 

I told the P ress C lub about the old Irish peddler who came along the 
road and sat down on a big stone to rest, in some trees, and found he 
was sitting on a tombstone. This is what he read on the tombstone 

“Here lies Mary Ann Brown. 
During her life she weighed 300 pounds. 


Now she is dead and gone to her rest, 
And peacefully sleeps on Abraham’s breast.” 


The old peddler got out a piece of chalk and wrote underneath 


“It may be peaceful for Mary Ann, 
But it’s a hell of a load for Abraham.” 

I want to say that more of this money went for economic aid than 
military. I think that the economic, out of the $120 million, was about 
67 and the military was 51. 

The money did not go over a lot of these hurdles that projects usu- 
ally go through. I doubt if any of the money could have been commit- 


ted in time under the old law if my mission had not been given the 


red-ball highway. 


Before you go into executive session, I want to say another word or 


two. I am not up here to testify about this year’s mutual security 
program, although the Middle East is inc luded in it. I don’t know 
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anything about the figures they have brought up to you. I have never 
thought the figures on the amount a money needed were sacred. I 
have attended : no hearings this year. I haven't talked to any of the 
ICA specialists. ; 

All I am certain is, as I have always been, that there mene be a 
substantial mutual security program for the coming yea 

About a third of this money, I believe, is designated as economic 
I think that is the most important part of it. 

I don’t know what you have in your heart about cuts. I have been 
party in the past to cuts. I am not talking figures; I am not competent 
to talk about that. I haven’t had a chance to make a study of it. 

I see old Wayne Hays blinking his eyes down there. Wayne is 
thinking maybe that I have been | fully indoctrinated downtown. | 
want to say this. I have always, from the Marshall plan right on, sup- 
ported this program. If you think these new provisions in ‘this bill are 
any new thing, as far as I am concerned, take the time to read the 
report I made to this committee last year. Long before I ever thought 
I would be in any job with a Republican administration, you will find 
that I recommended them. Although they may vary in some small 
detail, you will find I recon mended them in that report that this 
committee directed me to make, and make before I left Congress and 
went to my farm. 

If you will go back to that report, you will find that I recommended 
that defense assistance be put into the Defense budget. You will also 
tind I recommended long-term authorization; that [ thought the thing 
to do was to have money for a long-term development program. 

You will find I recommended emphasis be placed on loans. You will 
find that I recommended there be a President’s fund, with wide discre- 
tion. I have always been for that. 

I don’t’mean that the administration paid much attention to any 
PR ow of this committee, but I think that report may have been 
considered with the Fairless report and the economic study group 
report, in developing the new approach. 

So don’t go around here and say that Dick Richards has gone down 
there and come back up here w ith some new thinking on this thing. 

The basic provisions of this bill—I am not talking about amounts— 
are in line with the recommendations I made, and the staff here can 
tell you so, in the study last fall, recommendations I made to this com- 
mittee. There are those four basic changes. 

I remember very well last year when I was up here I sponsored a 
cut in the military part of the program. I thought I was right then 
and I still think Iam right. If you take the rec ord, you w ill see that 
they have some money to turn back on the military part of the pro- 
gram, and they w ill admit that. 

I just didn’t understand the bookkeeping down there. I was a little 
too dumb to understand the Pentagon bookkeeping on the amount of 
money they needed, and I am still too dumb. 

I want to say this: Don’t for get in any military cut our new re 
sponsibilities under this doctrine in addition to guaranties you have 
made through NATO and SEATO. Don’t forget that when you tell 
the whole world, “If you believe in what we do, if you think you are 
in danger from international communism or if you are invaded by : 
country dominated by international communism, we will help,” we 
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have to be able to do so. ° That is an increased responsibility you have 
to take into consideration. 

I am sure you will take into consideration in cuts this year on the 
military side our increased obligations under this doctrine. The doc- 
trine was enunciated by the President, and endorsed by the Congress 
of the United States. ‘The whole world believes us. 

I am going to tell you it is going to take more military money since 
the doctrine was added than it would have taken otherwise. I don’t 
know any group of people that 1 would rather trust than this com- 
mittee to determine how much it is. I have no predetermined idea 
regarding exactly what the amount ought to be. JI am not talking 
about that. You will do right about that. Iam sure. 

Mr. Morano, Can L ask a question right there ? 

Chairman Gorpon. We will follow up with questions in executive 
Session. 

Mr. Ricnarps. I will finish in a minute. I will be olad to answer 
any questions. 

I think that is about all I want to say. 

Bill, is there anything further you suggest that I should bring out 
about the Middle East resolution / | am talking about the amount 
of money because naturally the taxpayers must be interested in that. 
lam not a free spender. You all I OV that. There W il] he more used 
under the joint resolution than the $120 million before the fiscal vear 
is out. | want to emphasize that again. While I committed only S120 
million, more—up to the limit of $200 million approximately—will be 
used. 

Some yf ny commitment will be charged to previous lemislation, 
which j recommended In all cases W here the money could be obligated 
intime. But all the evidence points to the fact, as [ am informed, that 
most of the money could never have been obligated in time unless the 
right-of-way had been cleared for this mission to act quickly. 

That is all I want to say about that, unless you want to ask some 
particular questions in open session, Mr. Chairman. I think if you 
want to ask on particular countries or amounts— 

Chairman Gornon. Mr. Ambassador, I believe the thines that the 
members are really interested in are questions that should be asked 
in executive session. Not to prolong this by general questioning, I 
suggest that we go into executive session. 

Mr. Vorys. I so move. 

Mr. Jupp. Before that, Mr. Chairman, somebody ought to express 
on behalf of the committee, and I am happy to do it, our deep appre- 
ciation to our former chairman and colleague for what he has done on 
this very difficult and important mission, and our satisfaction that the 
world at large has come to know, as we have known all through the 
vears, the sterling qualities, the ability, the integrity, the combination 
of good humor and firmness, the fundamental hard-headed patriotism 
that Dick Richards has always demonstrated in whatever task has 
been assigned him. 

We congratulate him, and congratulate our country on the successful 
completion of his mission. 

Mr. Ricuarps. Thank you. 

Mr. CurperFreLp. Will the gentleman yield? 

Mr. Jupp. T am through. 

Chairman Gornvon. Mr. Carnahan has a question. 


. 


te CCT 
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Mr. Carnauan. Mr. Chairman, perhaps Mr. Richards wouldn’t 
mind answering this question in open session: In your statement you 
said, “To me it was gratifying to find a great reserve of good will 
and respect for the United States.” In your oral statement you said 
you “still” find it. Do you mean to imply that there has been some 
shift in respect for the United States in the area ? 

Mr. Ricuarps. I think there is a resurging of respect for the United 
States. Everybody knows that many years ago, because of the work 
of our missionaries, for example, there was a lot of respect for the 
United States. I think love and respect for the United States has 
fluctuated from time to time in this area. 

I think now it is higher than it has been in some time. 

1 do want to say this in open session, if I may, Mr. Chairman: 
Naturally when you go to these countries intra-area problems are 
going to intrude on what you are trying to do. For instance, the prob- 
lem of the Arab refugees or the problem of Suez or the problem of 
Aqaba Gulf or the problem of Kashmir, between Pakistan and India, 
Cyprus, between Turkey and Greece, and the French-Algerian ques- 
tion. They tried to bring those things in, naturally. 

I would have to tell them, ‘We know that. We know you have 
those problems.” I had to avoid taking any side in any of those 
issues. I had to confine myself to what we were trying to do. 

I said, “Listen here. If we tried to settle that problem, we would 
be here a long, long time.” Some of these problems, I know you will 
agree with me, may not be settled in our time, but we have to work 
to settle them. 

“The thing that I want to assure you,” I told them, “is that the 
United States is trying to help to settle these problems through inter- 
national channels, such as the United Nations. We want to settle these 
problems.” 

Then I said, “I want to ask you, on the other hand, do you think 
that Russia wants to settle these problems?” I said, “You know 
down in your heart she wants to keep them going, for instance, the 
Israeli-Arab problem, India and Pakistan, the Pushtunistan problem 
between Afghanistan and Pakistan, the Cyprus problem. You know 
the Russians don’t want to settle those things. They want to leave 
these festering sores so they can override your religion, so people 
will be blind to threats to your sovereignty, so that they can move in, 
and the only way they can do it is by keeping unsettled these intra-area 
problems.” 

They would see that most of the time. I stayed away from those 
things. When I was in the Arab States, I was careful not to make 
any criticism of Israel: when I was in Israel, I made no criticism of 
any of the Arab States. I told the Pakistanis I wasn’t there to talk 
about the Indians. I told them, “You know why? We would never 
get anywhere if we started to talk about those things.” I confined my 
self to the mission. That is the only way we could do the work. 

Chairman Gorpon. Just one moment, please. It has been moved 
and seconded that we go into executive session. What is your pleas- 
ure ¢ 

Mr. Furron. I have one question. 

Mr. Currerrievp. A point of order. 

Chairman Gorvon. A motion is pending. 
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Mr. Futron. I wish to‘have a public explanation of one point that 
is not clear as to language. 

Mr. Morcan. We can get it in executive session. 

Mr. Furron. The public written statement is not clear on one point 
that is necessary for an understanding of the recommendations. 

Mr. Morano. Mr. Chairman, I sought to ask one question. 

Chairman Gorpon. It has been regularly moved and seconded that 
we go into executive session. 

Mr. Hays of Ohio. Is it permissible to speak on that motion ? 

Chairman Gorpon. Yes. 

Mr. Hays of Ohio. I would like to say—— 

Chairman Gorpon. It has been regularly moved. 

Mr. Hays of Ohio. It is regularly moved, but it is a debatable mo 
tion; isn’t it? 

Chairman Gorpon. Yes. 

Mr. Hays of Ohio. I would like to point out, briefly, there may be 
considerable value in some questions that don’t involve any classified 
material being answered in open session. 

Mr. Futton. Would the gentleman yield ? 

Mr. Hays of Ohio. That is all I have to say. 

Mr. Futon. I would like to have Mr. Richards explain what he 
means by the statement on page 2 

As long as we make sure that the forces of international communism do not 
outdistance us in the military field— 


and the latter part— 


I do not believe any further specific action with respect to this aspect of the 
joint declaration is needed at this time. 

I don’t understand what that means. I think that should be ex 
plained in public in view of the almost contrary statements on mili 
tary assistance for area countries in the very next paragraph of the 
statement, 

Mr. Vorys. Mr. Chairman, still speaking on the motion, I think 
every one of us has many questions we want to & ask our former chair- 
man. All of the answers will be made publie and on the record later, 
but it is now 11:30, and each of us has some things that we would like 
to have answered for the benefit of the public, but if we start chipping 
away here and there and playing favorites and going out of the ordi 
nary order of questioning, we are voiIng to be here all the rest of the 
morning, and longer, in open session, and never get to the country-by 
countrv discussion. 

Mr. Fuuron. I hope we are not playing favorites but legitimately 
seeking adequate explanation on an important point. 

Mr. Vorys. I think it would be better if we get to the executive 
session. 

Mr. Zasrockr. On the motion, I had the same question, but I think 
it can be better and more thoroughly discussed in executive session, 
and then the minutes of the executive session can be released for pub 
lication. 

Chairman Gorpon. “ih in favor of the motion will raise their hands. 

Mr. Zantockt. Mr. Chairman, before you put the question, may I 
SAV that in spite of a fact that | onposed the Kisenhower doctrine 
as embodied in the Middle East resolution, I want to join Dr. Judd 
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in the sentiments expressed to our esteemed Ambassador. My sincere 
congratulations, 

Chairman Gorpvon. All in favor of the motion. 

Mr. Crawrorp. Fourteen hands raised in favor. 

Chairman Gorpon. All those against. 

Mr. Crawrorp. Three against. 

Chairman Gorvon. The committee will now go into executive ses- 
sion. 

(Whereupon, at 11:30 a. m., the committee proceeded in executive 
session. ) 


EXECUTIVE SESSION 


Chairman Gorpon. The committee will come to order. This is an 
executive session. Anything that is said by the Ambassador you will 
please refrain from divulging to anybody. 

Mr. Ambassador, we will open the questioning under the 5-minute 
procedure, as was the practice under your fine leadership. 

I have one question. The other day Secretary Dulles appeared 
before us and said that without some substantial progress toward dis- 
armament the United States would be compelled to help sustain other 
free nations for possibly a decade or more. 

Would you agree with his statement, that without the cooperation 
of other nations defense costs would be higher and our security would 
be diminished ? 

Mr. Ricuarps. Of course, I think the Secretary is right. I have 
thought that a good long while before he testified. I don’t know how 
long the fight against communism is going on. I think we have to 
help sustain other free nations as long as it takes. 

That is, if we are right that international communism is a danger, 
if we think it is such a danger that we are going to spend half of our 
budget on our own defense, that is, if we are going to have American 
troops in 49 countries of the world, if you are going to keep up all 
those airbases over there. If we are wrone, we are wrong about the 
whole thing. In that case, let’s quit, and come back home. If you 
took that position, you would have a legitimate argument against 
the bill. 

You will get more defense from foreign aid in terms of dollars 
spent than by any other defense arrangement. That is not a new 
opinion. I have said that before. 

Chairman Gorpon. Mr. Ambassador, do you think that there is any 
possiblity of solving the Arab-Israeli dispute at any time? 

Mr. Ricuarps. I think it will take a long time. I think we have to 
have a lot of patience, and to be absolutely fair. 

Chairman Gorpon. There is a possibility ? 

Mr. Rrenmarps. There is a possibility. I think sooner or later that 
problem, it will take a lot of erosion by time, will be settled. 

Chairman Gorpvon. Thank you, Mr. Ambassador. Mr. Chiperfield. 

Mr. Criperrierp. Mr. Ambassador, the fine attendance lere this 
morning shows our great respect for you. 

Mr. Rremarps. Thank you, sir. 

Mr. Crirverriretp. Of course, we are all delighted that you are here. 
I was going to ask you about your opinion last year and your opinion 








574 MUTUAL SECURITY ACT OF 1957 


now. I will change my question to this: Did your recent experience in 
the Near East strengthen your belief in this program ¢ 

Mr. Ricuarps. Well, I don’t know. I wasso strong for the program 
already that I don’t know—it certainly didn’t lessen my interest in it. 
I think it strengthened it. 

Mr. Currerrietp. We didn’t have the benefit of your experience in 
the Near East. You and I went down to the White House and wanted 
to cut this program last year a billion dollars. Have you changed your 
views from last year ? 

Mr. Ricnarps. My views haven’t changed. I thought it ought to be 
cut a billion dollars in military money last year, and I think events 
have shown that was the right thing to do. 

I don’t know whether Frances and Battleaxe here, Cato, and all 
these fellows agree with that. I think you are going to have to author 
ize and appropriate what it takes, and I didn’t think it would take 
that much military money. 

If you will read my remarks on the House floor last year, you will see 
I did state that it would be tragic if we abandoned a substantial foreign 
aid program. 

As to the funds it will take, I am not going to get into that this year 
because I don’t know very much about the program that’s been pre 
sented. 

Mr. CurrerFrevp. Thank you very much, Mr. Chairman. 

Chairman Gorvon. Dr. Morgan. 

Mr. Moraan. Iam glad tosee you back again, Dick. 

Mr. Ricwarps. I am glad you are not pulling that Ambassador stuff 
on me. 

Mr. Morean. Your mission concerned 18 countries; you visited 15? 

Mr. Ricwarps. We didn’t decide before we left what countries we 
were going to. But, in the general area of the Middle East there are 
18 countries. We thought we would visit all if we received invitations. 

Mr. Morcan. The three countries you did not visit were Egypt, 
Syria, and Jordan ? 

Mr. Ricwarps. The kind of invitation that I thought we should have 
did not come. 

[Security deletion. ] 

Mr. Moraan. Did you get any feelers from Egypt or Syria ’ 

Mr. Ricwarps. We got feelers. They sent word in 2 or 3 places 
through newspapermen. These people would tell us they had talked 
to Nasser and he wanted us to come, but Nasser wouldn’t say he wanted 
us to come directly. 

We knew what the controlled press could do to us throughout the 
area if we went in the absence of clear invitations. 


Mr. Morcan. The 15 countries that you visited, 13 adopted the 


doctrine ? 

Mr. Ricwarps. Yes. They didn’t all use the same language. Ws 
didn’t push them for any particular language. Most of them said that 
they considered international communism a great danger. Others said 
in different w ays that they were for the doctrine. 

Mr. Moraan. Can you tell us the two countries that didn’t agree wit] 
the doctrine ? 

Mr. Ricwarps. The two countries that didn’t issue a public state 
ment were Sudan and Yemen. Sudan has particular problems. It is 
very friendly. Sudan has only been a country a little over a veat 
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| Security deletion. | 

Mr. Morcan. I saw a piece in the paper where Yemen had 
nounced the doctrine. 

Mr. Ricrarps. Yemen didn’t while we were there. 

| Security deletion. | 

Mr. Morcan. You committed $120 million. According to the state- 
ment, $60 million was economic. Are we to assume the other was 
military ¢ 

Mr. Ricriarps. About $67 million economic and $51 million military. 
That is the only money I nailed down. Since that time some addi- 
tional money has been « ‘committed and properly so. 

Chairman Gorpon. Mr. Vorys. 

Mr. Vorys. Mr. Ambassador, you are looking at a man who passed 
up the chance of a lifetime this morning. I came here determined that 
I was going to ask you the most embarrassing question I could think 
of to get even with you for all the indignities I suffered through the 
vears, but your talk this morning changed my mind. 

I decided that, if I didn’t, I wasn’t going to let anybody junior to 
me on this committee ask embarrassing questions in open session. 

I have only one question I want to ask you. I have heard rumors 
that you had some internal dissension in your committee, that is, each 
of them had some internal dissension along the way, a bellyache. How 
did your insides stand up on the trip? 

Chairman Gorpon. That wasn’t blueberry pie. 

Mr. Riciarps. On internal matters, the mission got along fine, but 
this intrabusiness you are t talking about 

Mr. Vorys. I mean internally in each of you. 

Mr. Ricrarps. Yes, I am talking about that. Pretty bad. 

Don’t press me on that. We had the usual amount of pains, and 
things like that. I was the oldest fellow on the mission oe after I 
read how Frances covered Africa IT said, “Good golly, I can’t fall 
down on this thing.” 

We covered about 30,000 miles: most of it in short trips. I didn’t 
miss any of the meetings, but I felt like it many a time. 

John, IT will tell you another thing, another thing I had to find out 
from the State Department down there and thrash out with it: T 
wanted to know who was the boss of this mission. 

After that had all been settled, I did like you did on our tr ip. You 

valked 10 paces ahead of me when we got off the plane every time, and 
ialts me bow to you. IT made those fellows walk 10 paces behind me. 

Mr. Vorys. I hope you had better discipline than T had on my trip. 

Mr. Ricnarnps. You did pretty well. 

Mr. Vorys. Dick, we are proud of you. 

Mr. Hays of Ohio. I hope we don’t release any of the internal 
troubles of the Ambassador to the public. 

Chairman Gorpvon. Mr, Zablocki. 

Mr. Zastockt. Thank you, Mr. Chairman. Mr. Ambass ador, you 
stated that you were explicitly invited to visit these countries. Was 
the invitation solicited ; was it prompted ? 

Mr. Ricnarps. No. 

Mr. Zantockt. Was it spontaneous? 

Mr. Ricnarpvs. We gave out the statement more than once that we 
would visit any country that invited us. We said so when we went 
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into Lebanon. They said.“What countries are you going to?” I re- 
plied “My instructions are to go to any countries that invite us to 
come.” 

We didn’t say how the invitation had to be expressed, but we had 
some ideas. We didn’t ask any country to invite us. 

Mr. Zaniockt. Not any of the countries were prompted to invite 
vou? 

Mr. Ricuarps. I don’t know. They had all heard about the resolu- 
tion and that we would go to any country that invited us. The Secre- 
ti ary of State sai 1 so. It was vener: lly known in the area. If it was 
not known, we certainly made it known when we first went over there. 

We said that we would go to any country that gave us a bona fide 
invitation. That meant every country. 

Mr. Zastockt. On page 3, in the third paragraph, you state 


It demonstrated that we meant what we said about doing something to help. 


Does that mean they were und 
have such a policy in the past ¢ 
Mr. Ricuarps. Where is that statement ? 
Mr. Zasuockt. On page 3, Mr. Ambassador. Was there any doubt 
in the minds of the Ie ade ‘rs of the governments you Visi ted that we did 
not have sincere ntentions ; was ] 


r thy impression that we did not 


it necessary for you to demonstrate 
and dramatize our intentions by your visit? You did a good job: I 
want to congratulate you aa 

Mr. Ricnuarps. I don’t think they doubted our intentions. You 
well know it has.often been said that the road to hell is paved with 
good intentions. A lot of people have good intentions but don’t do 
anything about them. We tried to back up our good intention by some 
thing concrete. 

Mr. Morano. Will the vent] eman vield at that point 4 

Mr. Zasiockt. I yield. 

Mr. Morano. You made the statement that if we subst: antially cut 
this program it may show a lack of faith. 

Mr. Ricuarps. I didn’t say that. IT said that if a substantial pro 
gram is not provided for, I think it would be a great mistake, or words 
to that effect. It depends on what is a substantial amount. 

Mr. Morano. Following Mr. Zablocki’s questioning, I will have to 
look over what you said before, but would you agree with this: Tf we 
did substantially cut this program, do you think it might show a lack 
of sincerity in the Eisenhower Doctrine in the Middle East ? 

Mr. Rictrrarps. IT wouldn’t sav that. ae may be honest people 
here who would want to cut the proeram and who still believe in the 
doctrine. The committee would have to determine that. 

All T say is. as T have said many times on the floor of he Congress, 
it woul l be a ereat tragedy if the United States abandoned a substan 
tial foreign aid ; 

Mr. eet Do ) 7 hs ave any more time Mr. ( ‘hairmay 6 ] vie hc | to 
the gentleman from Pennsylvania for the question we both had in 
mind. 

Mr. Fuuron. On page 2, at the end of the sentence in the first para 
eraph, you say. “I do not believe any further specific action with 
respect to this aspect of the joint declarati ion is ner le l at this ti mM eo,” 


proovcTram 


Does that refer to military aid? Were vou then recommending 
that there should be no further military aid? It isn’t clear what it 
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Mr. Ricuarps. Here is what I meant. 

What I meant to say was that as long as we make sure that we have 
our own defenses, proper defenses—— 

Mr. Fuiron. But you aren’t there saying that you are rec ‘commending 
against further milits ary aid to these countries in the Mideast ? 

Mr. Ricuarps. No. I was referring exclusively to the provision 
in the joint resolution regarding use of the Armed Forces of the 
United States. We have made clear both to the ee ans and to the 
countries of the Middle East our intentions. So, I don’t think we 
need to do anything further in this connection now except keep up our 
own defenses. We must keep our own defenses strong and take into 
consideration the additional obligation of the doctrine itself in the 
field of worl | defense. 

If we did that, and if others understood what the doctrine meant 
right now, then I didn’t see anything 

Mr. Fuuron. Your recommendation is really not that the mutual 
security program either continue or discontinue military aid in the 
Mideast. But rather you are emphasizing the fact that the umbrella 
of our United States power is over these countries and that for the 
present you think that is enough to sustain the Mideast doctrine? 

Mr. Ricuarps. So far as my mission is concerned, I nm asized the 
importance of our readiness to help, if necessary with our Armed 
Forces. 

One thing we did was to sive notice out there that we would join 
the military committee of the Baghdad Pact to put us in better posi- 
tion to he Ip: against intern: sien al communism. 

Mr. Zannockt. If the chairman will permit—Mr. Ambassador, is it 
proper to assume that you do not advocate an arms race in that area ? 

Mr. Ricuarps. I certainly do not advocate any such thing. It is the 
policy of the Government as I understand it, to prevent an arms 
race, 

Mr. Zanvocxr. Thank you, Mr. Chairman, and thank you, Mr. 
\mbassador. 

Chairman Gorpon. Mrs. Bolton. 

Mrs. Borron. Mr. Ambassador, IT wondered whether in your time 
out there when you were or these things and getting a little 
closer to the prob lems they are facing, whether you had any sense of 
i that the ae hail included some method of helping a 

unt the at knew it s being penetrated by Communists. We had 
‘au “good deal « oye tt ssion on that matter. The Eisenhower doctrine 
appears to be pure Ivam ilitar ry thing. that they had to come in in a 
milits ary Wi Ly before our assistance could be asked. 

Do you think it would have helped the situation over there if there 
vd bes Nn some Way found to express our willineness to help them fight 
the infiltration ? 


1 


Mr. Rrewarps. That is one of the aspects of the doctrine, the sub- 
version angle. That was one of the points we made. Some of these 
countries, for Instance, didn’t have proper security forces or even 
police to handle the internal situation, and we made some commit- 
ments on that basis. 

Mrs. Boiron. Thank vou. 

Mr. Vorys. Would the gentlewoman vield ? 

Mrs. Boron. Gladly. 

| Security deletion. ] 
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Mrs. Boron. If I illustrate it, it might help. In Africa, the Rus- 
sians have been helping the universities and giving money for scholar- 
ships, taking young men to Warsaw and training ‘them. The »y call it 
education. They are training leaders in the universities of Africa, 
such as in Bechuan: ali und, Fort Hare, and so forth. They are putting 
quite a bit of money in there and doing quite a bit of work. 

I wondered if there was any way in the program in the Near East 
that we could do something like that, whether we could take some Gov- 
ernment money and subsidize a university or so help the AUB (Ameri 

can University of Beirut) or Damascus or others? 

Mr. Ricuarps. That was discussed. 

[Security deletion. | 

Mr. Ricwarps. Did we have any educational program? We had 
an educational program in Libya, with a very friendly King and gov 
ernment. 

[Security deletion. ] 

Mrs. Boiron. Thank you. 

Chairman Gorpon. Mr. Burleson. 

Mr. Burreson. Mr. Ambassador, did I understand you to say you 
would identify the commitments, places, and for what purpose made ? 
Couldn’t we have that at this time / 

Mr. Ricnarps. I can give it to you if you want it. 

Mr. Burirson. I think it necessary if we really wnseah to understand 
you mission in the Middle East. Let me add, just in case my time run 
out before you finish, I would like to know, ar or not any of 
this money went toward curing a situation which I understand to be 
very serious with reference to the Iranian Army and its pay, housing, 
and other rather deplorable conditions ? 

[Security deletion. | 

Mr. Burieson. Mr. Chairman, I might inquire whether we should 
have it inthe record. It is up tothe committee. 

Mr. Ricwarps. Let me say you should, Under the resolution every 
single commitment we made was re pe rted here to this committee im- 
mediately afterward in detail, and to the appropriate committees in 
the Senate. The resolution required it. It is in your files here now, 
as to what the project was, how much, military and economic, I ea 
go over all of this, but it is here. 

Mr. Bururson. In that case, Mr. Chairman, I have just been derelict 
in not coming over to look at it. It may take up time to do it. As 
far as I am concerned 

Mrs. Ketxy. I think we ought to get notified when those reports 
are received by the Foreign Affairs Committee, Mr. Chairman. 

Mr. Zasitockt. We were. 

Mr. Ricuarps. Haven’t the reports been furnished to the commit- 
tee ? 

Mr. Crawrorp. At Mr. Zablocki’s request some time ago, at every 
executive session meeting, these papers have been on the committee 
table for inspection by the members. We have written to the members 
twice to call attention to them. 

Mrs. Keitty. How many times have we had executive meetings? 

Mr. Crawrorp. Quite a few times, Mrs. Kelly. 

Mr. Burveson. Since it was here, I could have had it but failed to 
make the effort. It is my fault. 

Chairman Gorpon. Dr. Judd. 
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Mr. Jupp. I think the summary of grants ought to go in the record 
at this point. If the chairman will agree, I wish our former chairman 
would read the summary by country. 

(Security deletion.) 

Mrs. Cuurcn. I said as I went down to answer the quor um on the 
elevator, “It is good to hear your voice in this room again.’ 

Mr. Hays of Arkansas. This commitment that you are talking 
about, this $120 million, is under the authority of the resolution and 
out of the 1957 budget which the President, of course, already has 
at his disposal. 

To what extent have you been able to coordinate the results of your 
work with the requests of 1958 so that we will understand just how 
they are tied together / 

Mr. Ricuarvs. They haven't been able to coordinate it at all be- 
cause the request was presented before I even got back. They had to 
make a case. 

I have told these people, including Mr. Hollister, about conditions 
here and there. We have made some recommendations about what 
they want at different places and said they asked for this and that 
and the other. 

All I can say is this, that the money we spent, I am not talking 
about the program presented up here, has been coordinated with what 
ICA has done in the past and what it intends to do in the future. Iam 
not talking about amounts. The projects are not out of line with the 
kind of thing ICA is equipped to do and has the machinery to do 
right now. It won't throw any plug in the pipeline at all. 

Mr. Hays of Arkansas. No supplementary request in 1958 or sub- 
sequent years will come out of your mission ¢ 

Mr. Ricuarps. No. It will have to stand on what has been done. 

While trying to act in accordance with the general ICA procedures, 
we viewed our activities from the standpoint of wanting to make the 
proper impact under the doctrine itself and to shore up the doctrine 
itself. Therefore, if ICA had 4 or 5 projects that might be approved 
sometime, but hadn’t been approved, and we found one of them that 
would be right in the groove of the Eisenhower doctrine and would 
be right in line with what ICA had done and would want to do, then 
we approved it. There is nothing disrupting in anything that was 
done by this mission and in the commitment of this money. 

Mr. Hays of Arkansas. I have one other question. I think I asked 
Mr. Dulles this on one of his appearances. I assume it is a dim hope 
that conditions will develop in this area that will enable us to create 
something like the OEEC, which made the Marshall plan really 
effective, and yet so much of our effort is going to be frustrated 
without something of that kind. Do you find that you could possibly 
give us any bolstered hope on that front? Have you been able to 
reach any of the leaders over there with the urgent necessity of some 
kind of regional, overall coordinated plan ? 

| Security deletion. | 

Mr. Ricuarps. Brooks, tell these fellows about Randall Hearn. 

Mr. Hays of Arkansas. Since Dick—— 

Mr. Ricitarps. I am in Hearn’s position. 

Mr. Hays of Arkansas. They think he is a legendary character. He 
is a flesh-and-blood person. He lives in the northern part of Pope 
County. 
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He came up here for a visit. He missed Dick Richards. He is 
very confused. He drifted all over the place. 
It happened that my father was a census taker, and he said to this 


person, “I am the census enumerator. I need information. What is 
your name?” 


“Hearn, Randall J. Hearn.” 

Father said, “*How do you spell it ?”’ 

“Spell it yourself, stranger. Tama nonscholar.” 

Mr. Ricuarps. Iam in Hearn’s place. 

Chairman Gorpon, Mrs. Church. 

Mrs. Cuurcu. I have already said it is good to have you back, Mr. 
Ambassador, in any capacity, [ might add. 

Some of us have been interested in knowing exac thy what directions 
were given you, if you are free to tell them, as regards the military 
part of the act. 

I say that because when the doctrine originally came up for dis 
cussion, the question was raised as to whether or not the provision 
regarding the giving of our military assistance should be mandatory. 
In other words, if a nation did ask for help, under the : 
circumstances, should we guarantee that help? 

At that time the Secretary argued (and I thought with some reason, 


specified 


although IT had wanted to make it mandatory in the beginning) that 
it was best to leave the questiol disti eth ope n because no one could 
foretell what strategy would be necessary at the time the call came: 
in other words, von did not want the Communists. for instance. to 
determine by getting somebody to ery for help just where we might 
have to dash in and thus tie our hands. . 

I was interested in a discussion the other night. alone with Dr. Saund 
and some others, at a dinner with the Israeli Ambassador. 

He made a list for Ws of the con mitme tS which he thought he had 
from us. Dr. Saund can correct me if T misspeak n any instance. 
The Ambassador talked about the orie@inal written memoranda olven 
him. But then he assured us three times, on questions, that he had 
been olven specific assurance { hat. if t] ey were in aded under the ; olven 
circumstances of the doctrine. we would definitely come to their a sist 
ance if they asked. 

T did not put too much eredence in the report, but my concern at 
that time was that Israel and other countries might be expecting more 
from the doc trine than they had actually been promised. 

Were you instructed, Mr. Amb assador, to tel] these countries as of 
now, that if in the future they asked for such help it would be definitel) 
fortheoming ? 

Ir. Ricnarps. Yes: that is what the doctrine meant. 

Mrs. Cuurcr. That is different from what Mr. Dulles said in our 
hearings. 

Mr. pereener I don’t think so I was asked that question, for 
instance, up 1 in, say, country : They said: “How are you going to 
help ? W h: at ill you do? Will vou sel cl troops up here to fieht in 
these mountains?” 

T said. “I don’t know whether we will or not It will denend o 
the military strategy. But the Pres ‘d nt will have to make determi 
nation under the resolution as to what help we shall give.” 

No a neral ever reveals ahead of time w hat line of attack he is eoing 


to follow or what defense he is going to set up. 
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Mrs. Cuurcu. That is as it should be. But how can the Israeli 
Ambassador be arguing here under those circumstances that definitely 
Israel will get such help. If he has that impression, and if he has 
not been so told, the m: utter ought to be stré aightened out. 

Mr. Ricuarps. There is no assurance given to any nation that we 
would send troops there or how we will help them. 

We said, “We don’t think you are going to be attacked, you 
stand up and we stand up.” I ‘told them about our Armed Forces. 1 
said, “We don’t guarantee we will send troops. The best way to help 
you may not be to send troops. | See urity deletion.] We ‘have air 
bases all around the world. The best wiy to help you may not be 
actual shooting. I don’t know. It may be an embargo. It may be 
a blockade. It may be something else. But we tell you that if you 
are attacked, we are on vour side. 

Mrs. Cuurcn. I do not wish to seem to be arguing, because you are 
better informed than I, but vour statement appears to go further than 
the doctrine says. The doctrine says that the President shall decide, 
when the given situation arose, and not in advance. Suppose you had 
a change in administration and a change of policy ¢ 

Mr. Ricn \RDS. I don’t think it goes further. If the doctrine means 
anything, if it means what it says, if you are attacked by international 
communism or a country dominated by international communism we 
will come to your aid. The P resident would have to determine 
vhether a country was controlled by international communism, 
they would raise that question. 

I would say it will be pretty obvious in an actual situation. 

Mrs. Crvrcen. You are saying that what the doctrine means is that 
the President shall decide this in advance, if another country so re 
wee also in advance—and not wait until the moment of attack 
Arriy ee, 

he. Jupp. At the time of the attack he will decide what course to 
follow in going to their aid, but whether we are to go was decided down 
stairs when we voted the poliey. 

Mr. Ricuarps. The point is, 1 would say to them, “You have to 
believe in the good faith of the United States. You have to believe 
What we say. It might well be that you can take care of this situation 
vourself, But if you can't. we will help you. Do you expect us to 
tell the pot ential enemy exactly how we are going to do it? We 
wouldn't do it if we were going to fight a battle. You just don’t do it. 

You can’t get away from it. If the doctrine means anything, it 
means we will come to their hel 

Chairman Gorpon. We will have the clerk read Public Law 
It Gonke with that very question. 

Mr. Ricuarps. Let’s get that wording. 

Mr. Crawrorp (reading) : 

Sec. 2. The President is authorized to undertake, in the general urea of 
the Middle East, military assistance programs with any nation or group of 
nations of that area desiring such assistance. Furthermore, the United States 
regards as vital to the national interest and world peace the preservation of the 
independence and integrity of the nations of the Middle East. To this end, if the 
President determines the necessity thereof, the United States is prepared to use 
armed forces to assist any such nation or group of such nations requesting as 
sistance againt armed agression from any country controlled by international 
communism: Provided, That such employment shall be consonant with the treaty 
obligations of the United States and with the Constitution of the United States. 
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Mrs. Cuurcu. I am questioning the wording. But up to the mo- 
ment this situation arose with the Israeli Ambassador, it was not just 
myself but others who felt what the doctrine meant was that we indi- 
cated there would be the possibility of that help if at the time the help 
was requested under those given circumstances the President then 
saw fit to exercise his rights under the resolution, rather than that any 
one was empowered or that the President himself would say in ad- 
vance, “If that situation arises, we are as of this moment guaranteeing 
you military help.” 

May I say I think it is better to have it the way you are interpreting 
it, but that goes contrary to what Mr. Dulles testified when he met 
with the whole committee. 

Mr. Ricnwarps. As to how we are § FoiIng to fight, it m: Ly not be neces- 

sary to do anything. They tried to pin me down all over. I told 
them the President had to make the determination, but we didn’t make 
promises without keeping them. The question was debated very ex- 
tensively when the ae came up. ‘The Senate particularly put 
some language in there. I think it really muddied the resolution a 
little instead of helping out. But that is for them to decide. There 
is no doubt in my mind, and I told these people over there, and I don’t 
think there is any doubt in the administration’s mind that we will 
come to their help—— 

Mrs. Cuurcu. Militarily ? 

Mr. Ricwarps. Military, if they are attacked, and the President de- 
cides it is necessary. 

We are prepared to come to the help of a country attacked by inter 
national communism or a country controlled by it, if our help is asked. 
Otherwise, what is there to the resolution? Bill, do you want to say 
anything about it? Hereisa State Department man. 

Mrs. Cuurcu. Does that mean if Syria should attack Israe] that we 
are already bound to go to the defense of Israel 

Mr. Ricuarps. The President would have to decide whether Syria 
was a country controlled by international communism. 

Mrs. Cuurcn. If it was, we are committed to go in / 

Mr. Ricuarps. We didn’t make any commitment to Syria. 

Mrs. Cuurcu. I mean, Israel? 

Mr. Ricwarps. Bill, do you want to say something about that / 


STATEMENT OF WILLIAM BURDETT, SPECIAL ASSISTANT TO THE 
ASSISTANT SECRETARY FOR NEAR EASTERN, SOUTH ASIAN, AND 
AFRICAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Burperrr. As I read this resolution, it expresses the intent of 
the United States to provide help to a country attacked by a country 
controlled by international communism. As the Ambassador has 
said, the President is given the discretion to decide what help to 
extend. He is able at his discretion to help by using the Armed Forces. 

Mr. Ricuarps. How about Israel ? 

Mr. Bourperr. The situation with respect to Israel is exactly the 
same as that with respect to any other country. 

Mrs. Cuurcn. They have been so told? 

Mr. Burpert. If they are attacked by a country that is controlled 
by international communism, the provisions of the resolution apply 
just as much as they do to any other country. 
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Mrs. Cuurcu. And is already in force ¢ 

Mr. Burverr, The doctrine was proclaimed by the Congress and 
came into force when the joint resolution was passed and signed. I 
don't interpret it as meaning that the President has to use the Armed 
Forces. That is up to him. He has discretion. 

Mrs. Cuurcn. ‘That is the way I have interpreted it. If we give 
them the impression, Israel, that they may count on having armed 
forces, aren’t we doing an injustice to them and ourselves ? 

Mr. Burverr. I believe, as the Ambassador has said, the doctrine 
declares our intention to help but reserves, as it is wise to do, the 
right to the President to determine how and in what form the help 
will be slots 

Mrs, Cuurcr. Did I understand you to say, Mr. Ambassador, you 
did mean military, but your point was that you were letting the kind 
of military aid be at the discretion of the President ? 

Mr. Riciarps. I was speaking more of strategy than of anything 
else. It may be that in some cases a complete blockade of a country, 
not letting anything get in there, might be the most effective way to 
help. There would be many ways to help. 

Mrs. Cuurcn. The thing that disturbed me was not so much the 
interpretation but the fact that the Israeli Ambassador had been so 
definite with us in that he thought, at least—am I right? 

Mr. Saunp. Yes. 

Mrs. Crturcu. Had that assurance of military help. How is 
Afghanistan ? 

{Security deletion. | 

Mrs, Cuurcu. We refused to build that stretch of road when they 
asked us to do it first. 

Mr. Ricwarps. They have many roads that they would like to have 
built now. 

Mrs. ( Cuurcu. We didn’t build the first one. 

| Secur ity deletion. 

Mr. Rie Harps. Did you go up there, Mrs. Church ? 

Mrs. Cuurcn. Yes. I thought it was fascinating. 

Mr. Rrcuarps. We went up there. We had to fly there with a small 
plane. Did you fly in? 

Mrs. Cuurcn. It was like a Cinerama Holiday. 

Mr. Jupp. The wings almost touching the sides of the canyons. 

Mr. Ricnarps. We got up there. We planned to take a 2-day rest. 
We needed it. We were going to fly out, and then it started to rain. 
We had to come out in cars and jeeps down that road. Did you go 
down that road that they have built in the Khyber Pass? I think they 
had 6,000 people working on it, picking up a rock and putting it down, 
everything by hand. 

[Security deletion. | 

Mr. Ricwarps. They had a civilization 3,000 or 4,000 years ago 
when Alexandria was there. 

Mrs. Cuurcnu. Did you go to see the Helmand Valley project 4 

Mr. Ricuarps. We wanted to go in there, but we didn’t. How long 
did you be Ly up there ? 

Mrs. Cuurcnu. We were there 3 nights and 2 days. 

Mr. Ricuarps. Was it cold or warm when you were there? 
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Mrs. Cuurcu. If there was time, I would tell you a story. They 
kept the furnace going by putting a log in every hour. Yes; it was 
cold, but they were bound I should not be cold. 

Chairman Gorpvon. Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. It is always good to have 
you back, Mr. Ambassador. 

Mr. Ricwarps. Doc, get your head out of the way so I can see Mrs. 
Kelly. 

Mrs. Ketuy. Do you consider the 6th Fleet directive to sail to the 
Middle East in line with the Eisenhower doctrine / 

[Security deletion. | 

Mrs. Ketiy. I was going to ask if you had anything to do with it. 

Mr. Ricwarps. No; I am not a naval man; I am a foot soldier. 

Mrs. Ketiy. There was one point you made which I would like you 
to enlarge. I believe you said, and T am not sure, as a “result of all 
these studies prior to your trip, you learned a great deal more,” or | 
think, I wrote it down, “a lot you did not know.” 

Mr. Ricuarps. I think you could go out there for 25 years, year after 
vear, and'learn a lot you didn’t know. 

Mrs. Keiiy. Do you think we are not being informed or do we spend 
too little time on our hearings to become fully informed ¢ 

Mr. Ricuarps. When I was speaking about the projects, and so 
forth, the things that I studied were available to you, too. 

Mrs. Kenry. I realize that, Mr. Ambassador. 

Mr. Ricwarps. I just had so much to do up here on the Hill and so 
many different duties, I couldn't concentrate on those things as I was 
able to do before I went out to the Middle East. 

Mrs. Ketiy. That is so true, Mr. Richards. Due to what you found 
on reading the committee report presented by Mr. Zablocki, which 
was so excellent, and the great work of our staff, do you not think that 
the Foreign Affairs Committee should have a larger staff ? 

Mr. Ricwarps. You have Dr. Cook. 

Mrs. Ketiy. I know we have. 

Mr. Ricuarps. And Disraeli over here; the Bishop here. I don’t 
know whether you need anybody else. If you need them, you ought 
to get them. I will be for you. 

Mrs. Keiry. I think they are working too hard. This committee 
writes all its own reports—the comparable committee of the other 
body—can pay to have reports written by outside staff. 

Mr. Ricuarps. You might well use one or two more. I don’t know. 
I am a has-been up here, and I don’t want to make suggestions. I am 
an economy man, too. 

Mrs. Ketty. In line with the programs that we have planned, take 
the Huleh Dam project. Do you think we should endeavor to go 
ahead with that in spite of the objections of several countries involved ? 

Mrs. Bortron. What dam? 

Mrs. Ketiy. Huleh. 

fr. Ricuarps. What dam / 

Mrs. Key. It is in Israel. 

Mr. Ricnarps. I don’t know. 

Mrs. Ketiy. The United States has requested and Israel has com- 
plied to discontinue further construction of the Huleh Dam. Water 
is needed in this area and this project should be completed. 

Mr. Ricuarps. I really don’t know. We didn’t go there. 
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Mrs. Ketiy. That is a program we planned and authorized money 
for for many years. 

Mr. Ricnarps. The waters of the Jordan, dams, and things like that, 
were not matters I studied particularly, because they do not serve to 
give immediate impact to this doctrine. They are things that are 
hound to have to be considered. 

Mrs. Ketiy. We prevented Israel from constructing this dam with- 
in its own boundaries. 

Mr. Ricuarps. I didn’t go down in there. I didn’t have to go into 

t particularly. It is one of the things, just like the refugee question, 
I tried to stay away from, because I knew I wasn’t going to do any- 
thing along that line. 

Mrs. Keniy. Asa result of your trip, Mr. Ambassador, did you make 
specific recommendations to the Department, suggestions ? 

Mr. Ricuarps. Yes, I made some specific recommendations. We 
gave a complete report of everything we did. Naturally, they have 
asked me about certain places that I had visited. I told them how 
important it is to settle certain questions. I didn’t make any recom- 
mendations about any country I didn’t go to. 

Naturally, I had some recommendations. I felt that I had already 
reported to the Congress here, piecemeal, about everything I did while 
I was out there. Th: at was the real report, what I did under the doec- 
trine. The Department backed me up on what TI did. 

I don’t make policy down there, you know. 

Mie Ketiy. I was wondering If any of the recommendations you 
made would fit in with our mutual security provram / 

Mr. Ricnarps. I had some recommendations in the report that I 
made to this committee. I have made some recommendations about 
some of the personalities out there, and about our representatives. I 
just did that voluntarily. I have answered a bunch of questions on 
what do you think about so-and-so. And I have told this committee 
anything I told the Department. As far as intra-area disputes go, 
I just staved off them. So I didn’t learn anything new, except the 
random kind of thing. I had to stay away from them. 

Mrs. Keiiy. Do you feel any great impact against the Eisenhower 
doctrine as a result of Egypt and Syria not extending to you an invita- 
tion to visit those countries / 

Mr. Ricwarps. I don’t know. I am pretty clear in my own mind 
why they didn’t invite us. [Security deletion]. 1 think they felt they 
were out on a limb. 

[Security deletion.| 

Mr. Ricuanrps. I said, “We are not trying to isolate anybody.” 
But, all the time we were going around to area countries and letting 
them learn our viewpoint. 

| Security deletion. | 

Mr. Ricuarps. Egypt and Syria are, so far as the doctrine is cen- 
cerned, pretty well isolated by their own actions. I would say we are 
not trying to isolate anybody. If they are, that is their hard luck 
and a result of their decision. 

Mrs. Keniy. If you had to make a determination at this point that 
they were under the domination of international communism, would 
vou answer in the affirmative or negative / 

[Security deletion. | 

Mrs. Keuiy. Thank you, Mr. Ambassador. 
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Chairman Gorvon. Mr. Fulton. 

Mr. Futon. I want to tell Ambassador Dick Richards we are very 
glad to have him here and very proud to have him as an Ambassador 
from this committee. 


On the statement that you have made on page 2, in paragraph 1, 
as well as the first sentence in paragraph 2, in my sodenianetl judg- 
ment it does need clarifying for the record publicly later. On the 


face, it looks as if your two statements are contradic tory when, as a 
matter of fact, I think, with some explanation, it can be shown that 
they are not. 

Mr. Ricrarps. Maybe that could have been more clearly stated. 
I understand what you are talking about. 

Mr. Futon. I believe that Mr. Richards’ mission has been a real 
success, and under very adverse circumstances, both as to the con- 
tested area and the rapidly changing secu rity conditions gener: ally. 
So I wanted to compliment you on that, and I say that since nay. 

Mr. Ricnarps. Thank you very much. 

Chairman Gorvon. Mr. Byrd. 

Mr. Byrp. Mr. Chairman, I am delighted to see our former chair 
man with us today. I have followed his work in the Middle East with 
a great deal of interest. I am confident that we are all perfectly i 
in complimenting him on the type of performance that he has been 
doing. 

[Security deletion. | 

Mr. Byrp. Mr. Ambassador, what condition is the road in that the 
Russians have built the ref We were told that American engineers 
were of the opinion that it wouldn’t stand up much over a year. I am 
just wondering what has happened. 

Mr. Ricuarps. We didn’t examine those roads, but the informa- 
tion I got was that they were not standing up now, poorly built. 

Mr. Byrpv. Do you feel the Pushtunistan issue is receding into the 
background ? 

[Security deletion. ] 

Mr. Byrp. Mr. Chairman, I know the good wishes of this committee 
continue to go with Ambassador Richards. I thank you very much. 

Mr. Ricnarps. Thank you, Admiral. I was talking to a fellow 
the other day who said you will be the next Senator from West Vir- 
ginia. I hope you don’t high-hat us when you go on the other side. 

Mr. Byrn. I would just quote a passage of Scripture in answer to 
that: “Sufficient unto the day is the evil thereof.” 

Mr. Ricuarps. When you get up in those mountains quoting Scrip- 
ture, they will have to go a long way to catch up with you. 

Mr. Byrp. Thank you very much. 

Chairman Gorpon. Mr. Coffin. 

Mr. Corrin. Mr. Chairman. Mr. Ambassador, I want to conor upa 
little bit on the statement that you made in your oral presentatio? 
about your talks with the countries, telling them in effect that if they 
asked for help we would come. Mrs. Church has made some inquiries. 
I would like, first of all, perhaps by way of elaborating on Mrs. 
Church’s point to read some of the colloquy in the hearings on this 
resolution. At page 84, Mr. Fountain asked this question : 


And if they were to perform an overt act against Iran, we would come in? 
Admiral Radford said: 


We would come in if the President so decided under the terms of the resolution. 





) 
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Then a little bit later on the same page Mrs. Church asks: 


As I read this resolution, we are simply substituting the discretion of the 
President, no matter how much we might trust him, for the discretion of the 
Congress. As you will recall, I questioned the Secretary yesterday as to the 
mandatory qualities of this resolution, and he said that there is nothing man- 
datory, that the President is not required to do anything. 

Then Mrs. Church, after some additional colloquy says: 


I will not press you further on that point, but I think there is a twilight zone 
which will mislead certain people, and I hope it does not mislead us. 

Again, on pages 136 and 137, Mr. Selden, in talking about military 
assistance in the case of overt armed aggression, asks Secretary Dulles: 

Would you consider border raids as “acts of overt armed aggression?” 

Secretary DuLiLEes. It would depend a little bit on where they came from. If 
there were border raids, for example, from the Soviet Union on Iran, I think that 
would be a serious affair because we know the discipline is so high in the Soviet 
Union that action of that kind would not occur without the active guidance of 
the Government itself. 


Then he continues, after a little bit, further : 

There would be an area for judgment in that matter too. But, again, it is im- 
possible to deal with these situations without leaving a certain amount of dis- 
cretion to the President. 

And again Mr. Selden asks: 


If the neighboring country called on us for aid and we refused it, in what 
position would it leave that country to whom we refused aid? Would it leave 
it open for further attack? 

Secretary Duties. I do not think so, because that determination would be 
made under a discretion which is reserved, and a reason would have to be given 
for the determination. 

Mr. SELDEN. However, it would sanction the border raids and they could 
continue? : 

And then this is the last comment: 


Secretary Duties. It would sanction them only in the sense the President 
would not have used his discretion. None of these countries would have the right 
to require us to act. You cannot give that right unless you transform this to a 
treaty obligation. It is up clearly to the judgment of the United States, and ina 
dubious or questionable case, I think the discretion should not be exercised, but 
I think the lack of exercising the discretion in those circumstances, if explained, 
would not result in leaving the country in a further exposed position. 

As I understand the present situation, as you have said, if the resolu- 
tion means anything, it means that in the event of an aggression, if we 
are requested to help we will help. If it doesn’t mean that, it means 
very little. 

Yet there is this colloquy in the record which indicated, I think, to 
us at the time that this was not a mandatory provision, that the Pres- 
ident was reserving his discretion, and that we would not be in a posi- 
tion where other nations would expect us automatically to come in. 
So I ask you whether in view of that—and this without any criticism 
of your mission, because I join with my colleagues in thinking you 
have done an excellent job—haven’t we carried this one step beyond this 
type of thinking that went into the discussion before the resolution 
was passed ? 

Mr. Ricwarps. The question the gentleman has raised in following 
Mrs. Church’s question is certainly very pertinent and very thoughtful. 

When that testimony was given before this committee, of course, if 
was before the debate on the floor and also in the Senate. 


92522—57—pt. 46 
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Mr. Corrrn. Before the Senate had acted. 

Mr. Ricwarps. Was that Senate testimony ? 

Mr. Corrin. That was before the Senate had finally acted. 

Mr. Ricwarps. By following the Senate debate you will find—I 
don’t know whether it was raised so much in the House, I am certain 
it was—that question was debated for a good while, and the language 
of the resolution as passed was changed to some extent from the or ig- 
inal resolution. I don’t know if it was clarified. 

If you will refer to the resolution, you will see that discretion in 
the whole thing rests with the President. From our standpoint be- 

cause of the constitutional question, I think you had to do that. Dis- 
cretion is all through it. It is a promise to come to their help, but 
the President will have to determine whether to use armed forces. 
The President will have to use his discretion in deciding how. 

There are so many other questions that must be decided by the Presi- 
dent. One, is this an armed aggression? Or is it just a border raid, 
or some little stir-up ? 

Another is whether the country is controlled by international com- 
munism. 

Third, he will have to decide how to help. But behind that in the 
doctrine and the President’s January 5 speech is our promise in good 
faith that we will come to their help. 

No President of the United States could disregard that. He might 
differ with it as a matter of judgment. Anything that might happen 
would have to be analyzed by the President and he would have to 
act under his responsibility under the Constitution. That is where 
you come into the constitutional question. 

Mr. Corrtn. In your talks with the leaders of these other countries, 
did you deem it desirable to go into these if’s, and’s, and but’s? 

Mr. Ricuarps. I did. I told them, as I said a while ago, it is just 
a question of whether you have faith. The President will have to 
make these determinations. Do you have faith in the assurances that 
the resolution gives to you and the broad purposes of it? 

Mr. Corrtx. They don’t assume in the case of trouble that we will 
send troops, planes, or military assistance ? 

Mr. Ricuarps. They think we will do maybe one or all of those 
things and they know we may not do any of those particular things. 
We never nailed it down to which particular thing we would do. 

We always went back, as I go back now, to the fact that discretion 
is given all through the resolution to the President of the United 
States. I said the President will carry out to the best of his ability 
this promise in good faith, and the Congress of the United States and 
the American people will back him up. I said that is all I can tell you. 

But as for nailing down this, that, and the other, Mr. Burdett and 
Captain Pitts were all there at many of those conferences, and they 
will tell you I didn’t do it. 

Mr. Corrix. Another question, leaving that for the moment. We 
have data on the breakdown in the committee as you have stated. In 
July, I think the President is required to make his first semiannual 
report. 

Mr. Ricuarps. One in January and he makes one, I think, the first 
of July. 
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Mr. Corrin. I think he has perhaps all during July. Do you have 
any ideas at the moment as to what type of report that is going to be? 

Mr. Ricuarps. I have not. 

Mr. Corrin. Will you be in on that? 

Mr. Ricwarps. You are talking about his required report under the 
mutual security law, as amended, aren’t you ¢ 

Mr. Corrrn. Under the Middle East 

Mr. Ricrarps. Under the resolution? I was talking about some- 
thing else. I don’t know. I presume that I will be consulted about 
it. I don’t know. 

Boyd has called to my attention this fact: The President shall report 
within the months of January and July. You are right about that 
report to the Congress. 

I imagine he is going to report what has been done under the reso- 
lution, 

Mr. Corrty. My final question is just a detailed one on Sudan. You 
reported on conditions there. Wasn't that the country where, when 
the Vice President traveled there, there was some demonstration at the 
airport, some rather hostile group of people ? 

Mr. Ricuarps. Was there a demonstration at Khartoum, Bill? Not 
that I heard of. 

Mr. Corrin. I don’t mean a report, but in reporting he was received 
with overwhelming appreciation in all places except, I thought, 
Sudan. 

Mr. Ricuarps. The Vice President was at Khartoum. I have heard 
them speak very favorably of his visit. But I didn’t know anything 
about a demonstration. 

(Security deletion.) —. 

Mr. Corrirn. What has been the effect in the Middle East on these 
Arabic leaders after your mission, speaking with a mixture of 
Arabic and South Carolina accent? Has that been thoroughly con- 
fusing to the Middle East area ? 

Mr. Ricnarps. You mean, what effect the South Carolina accent 
had out there on Arabic? T don’t know. It confused the situation 
more than anything else. It had a pretty bad effect, I think. 

Mr, Corrm. I think your effect has been very good. Thank you 
very much, 

Chairman Gorvon. Mr. Farbstein. 

Mr. Farestrern. Mr. Ambassador, T didn’t come back after the roll 
call because I wanted to ask questions, but rather I was fascinated by 
your story resulting from the questioning. 

There is just one thought that comes to me, though. Do you believe 
that the commitments that you made to any great degree are affected 
by the doctrine as such? Tn other words, you could just as well have 
made these same commitments under the mutual security law, could 
you not? 

Mr. Ricuarps. Maybe so, if I had time and didn’t have the restric- 
tions that. you have in the mutual security law. You know the April 
30 provision. I may or may not have been able to. 

Mr. Farrsrein. The only effect, therefore, of the doctrine was the 
removal of that one restriction: otherwise, these commitments could 
have been made under the mutual security law ? 

Mr. Ricrnarps. There were two main restrictions. The commit- 
ments T made, while not out of line with general planning and what 
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might well have been done in the future, were intended to give impact 
to ais doctrine and have this effect immedi: itely. That is what we 
— to do. Some of it couldn’t have been done under the old law. 

I doubt if all of it could have been done under the old law, although 
some of the funds are charged to the old law. . 

Mr. Farestern. As I understand the so-called Eisenhower doc- 
trine, it was to come to the aid of those threatened by international 
communism. Grants made to countries that were not really threatened 
by international communism, and were not subject to any immediate 
threat of international communism, could be treated under the mutual 
security law. Would you say that any grants made were under the 
doctrine or under those circumstances could well have been made under 
the mutual security law ? 

Mr. RICHARDS. One of the legs of the doctrine is to build up those 
countries, where it is urgently needed, against subversion. There are 
many ways you could do that, economically and militarily. We had 
to use judgement in how we should do it. 

There are many countries in the Middle East that are not immedi- 
ately threatened by armed attack of international communism. But 
the insidious influences of agents and things like that are still work- 
ing in those countries. We felt there were a few places where we 
should shore up the situation against that kind of thing. 

Mr. Farsstern. Would you say in the moneys to be granted under 
the mutual security law there should be taken into consideration the 
moneys that you committed / 

Mr. Ricuarps. Let me get that straight. Would I say under the 
mutual security law—— 

Mr. Farrstetn. Would you suggest that the moneys to be given 
hereafter under the mutual security I aw should take into consideration 
the moneys that you have already committed this country to? [Secu- 
rity deletion.] Would you say that when any grants are to be made 
under the mutual secur ity I; aw there should be considered the moneys 
that you committed this Nation to. so that we should not give them 
more than what they properly would be entitled to? 

Mr. Ricwarps. I think it should be considered, of course. I think 
you should consider also that the money that we committed was pri- 
marily to support the doctrine itself, that there are other needs. I 
don’t think necessarily you should charge this off against anything 
that a country would get in the 1958 program, because that program is 
for a different purpose. You might do it, but I say, not necessarily. 

You have a record here in thiscommittee of what we did. You have 
a record of what we are asking in the 1958 program. If you think 
one should affect the other. then you should examine them tove ther. 

Mr. Farrstern. Thank you. 

Chairman Gornon. Mr. Saund. 

Mr. Saunp. Thank you, Mr. Chairman. Mr. Ambassador, T wish 
to make a statement. to begin with. I certainly do un ae your 
language. In this respect, I am just a country boy myself, and T like 
that straight talk. I believe that you have done quite a a of 2ood in 
the Middle East because they want to talk to a man who talks straight 
to them. 

When T came to Congress, the first thing I did was to sit on the hear- 
ines of the Eisenhower doctrine. T made a statement that T was in 
favor of that doctrine, to begin with, from the very beginning, and 
took that attitude without any if’s and and’s. 
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I went back home and spoke before 200 representatives of the cham- 
ber of commerce, and they asked me questions. My explanation of 
the military side of the Eisenhower doctrine was accepted. I said 
there are those countries that are in danger of being possibly invaded 
by international communism. We have “told them that we will come 
to their help, also we are giving notice to Russia that if they make a 
move, they will have to ree kon Ww ith the United States. 

But when it came to this $200 million part of it, it was difficult for 
me to explain. This is the explanation I made. I said, “As I under- 
stand it what the President is asking for, taking off the limitation of 
the $200 million, was this: Those Arabian countries were selling oil. 
The Suez Canal had been blocked, and there was a good possibility that 
some of them were in immediate need of financi: al aid. They had to 
pay their police, had to pay their military, civilians, their governments 
weren’t strong enough, anyway. They had to have this money to 
see that they do not collapse. 

This was to some extent accepted. Then someone asked the ques- 
tion: Suppose you give $50 million to Saudi Arabia, King Saud gets 
$350 million a year from oil subsidies. He has slaves, pal: ices, and 
his people starve; how do you think he will spend this $50 million that 
you give him? And my answer was that he would spend that money 
in the same w ay that he spends the other $350 million. 

We can’t change a man or change a government. Sometimes we 
have to sleep with the devil. 

You went to 15 countries. How many countries did you give money 
to? 

Mr. Ricwarps. Nine. 

Mr. Saunp. Don’t you think that the other 6 that you didn’t give 
the money to would be a little jealous, that the y worl d ask why were 
they left out? 

Mr. Ricwarps. I don’t think so, when we explained why. We left 
them on very good terms. 

Mr. Saunp. I will tell you what the British used to do in India. 
There were princes, and they had to hold them in line. 

Mr. Ricwarps. Where is that ? 

Mr. Saunp. The British in India. There were hundreds of princes. 
They wanted to hold them in line, and if any one of them became a 
little bit independent, he would be left out of the viceroy’s durbar. 
He would not be given an invitation, or he would be given a chair a 
little bit farther away. In other words, he was told, “Boy, if you 
don’t behave, you are not going to be in my good graces.” 

Did you as a good diplomat use that money to tell those people, “If 
you don’t behave, boys, I am not going to give you any money; if you 
behave, I will give you money ;” was that “the attitude you took? 

Mr. Ricuarps. No, they asked for various things. I stuck right to 
the doctrine itself. 

[Security deletion. | 

Mr. Ricriarps. Of course, in the case of all of these projects that we 
committed money for, we made it plain that they would be carried out 
through the same organizations and in accordance with the same 
standards as projects under the authority of the mutual security bill. 

If these funds are not directed in the direction that they were in- 
tended to be directed, if they are not used for the purpose specified, 
then, of course, our own administration is going to be at fault. I don’t 
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know whether I have answered the question you are asking or not, but 
that is the only way I know how to answer it. 

Mr. Saunp. You used the words in your testimony that if we have 
to give them some more money, it should be planned; $120 million 
and $200 million is a lot of money compared to the amount of money 
that we are going to give on the economic side. 

Mr. Ricnuarps. I didn’t throw that money around on a whim. All 
commitments were based on very careful study Pt every project. The 
project probably wouldn't have been started at this time but in the 
background was very, very careful study. 

As I said, from the standpoint of trying to back up this doctrine 
and help the situation, to create confi idence, and to improve internal 
security, I felt it was a good investment for the United States. | 
wouldn’t have hesitated to commit $200 million if I had thought it was 
the proper thing to do at that time. 

Mr. Saunp. Mr. Ambas: ador. if you and the diplomats went ovel 
there and your job was to sell the Eisenhower doctrine, and vou took 


$10 million here and $40 million there, I can’t unde stand Saudi 
Arabia, and I am not a fanatic one was or the other. [Security dele 
tion.] Israel has her problems. They have plenty of pr als Mi \1] 
of those countries all over the world, have plenty itersbidns,’ Wiles 
has to be some rhyme or reason. I am not complaining. Maybe you 


did a good job. Maybe it was necessary to sell the Eisenhower doc 
trine and not to be particular whether any planning was done or not 
That is volne to be hard for those people to understand, T think. 

Mr. Ricrrarps. You mean, Israel might feel bad that it didn't 
any money / 

Mr. Saunp. I can see that 

Mr. Ricuarps. I will tell vou this. I don’t think Israel did becau: 
there was no indication of this. Israel was interested in housing. 

I don’t think Israel was badly disappointed at not getting any of 
this money. 

| Security deletion. | 

Mr. Ricwarps. The kind of project Israel was interested in was not 
the kind of project that would bac k uj}. shore up the E:senho ve clos 
trine. The Vv understood that. 

| See urity deletion. | 

Mr. Saunp. I am taking too much time. T will come down and sit 
down and talk with you. 

Mr. RICHARDS. They didn't feel bad. 

Mr. Saunp. Saudi Arabia is not going to be attacked by interna 
tional communism. [Security deletion.| That long-range program 
comes under the new mutual security program. It was my under 
standing that the money would not be used for mutual security pact 
requirements. T will come over and talk with you sometime. 

] 


| Security clelet ion. | 


Mr. SAUND. Concerning’ that statement, when I met the Israeli Am 


bassador the other day, I said, “Mr. Ambassedor, the treatment that 
we gave the Saudi Arabian King here in the United States and what 
ever money we 2 ave him was well spel it 

But I take it from a differeit angle. ] don’t Say it was olve n for 


economic development. I sav it was to buy a friend. Because that 
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man. has started trouble, I mean, trouble for Nasser, it is worth while 
doing that. Iam taking too much of your time. 

Chairman Gorvon. Are there any further questions from the mem- 
bers ? 

Mr. Vorys. Could I have a little question about the matter of loans? 
Take Iraq, Saudi Arabia, those countries, Lebanon, they are maybe 
short of cash right now, but they have a lot of future in oil, et cetera. 
Did you make your aid in the form of loans to these countries ? 

Mr. Ricuarps. [Security deletion.| I preached loans all the time. 
It is a very difficult thing when you want impact to make loans. I 
warned them that the future programs should be in the form of loans. 
I pressed for loans. I believe in long-range developments through 
loans. But you couldn’t put across a loan program on this kind of 
mission. I did get some, 

| Security deletion. ] 

Mr. Rrcuarps. | would have liked to put more of this money into 
loans, but I couldn’t do the kind of thing I wanted to do and put over 

loan program. I warned them about the future program, 

Mr. Vorys. It seems to me, maybe Mr. Saund has sort of sketched 
out the general idea, but that with Saudi Arabia, with Traq, with 
Iran. we ought to be kind of weaning them around to where the Vv 
expect to pay us back someday. 

Mr. Ricrarps. I agree 100 percent with you. However, I thought 
he thing I wanted to do on this mission was more important than 
the loan question, this doctrine and these assurances, and the building 
up of support. 

| Security deletion. | 

Mr. Ricriarps. I warned them loans would be required in the future. 
I think they expect that there will be a lot more money spent out there 
in the form of loans. There are many projects T didn’t consider that 
should be carried out through loans. 

| would like to have gone out there on this kind of mission and 
made only loans. But, the assignment was different. I had to keep 
my eye tothe pole, 

Mr. Vorys. I am sure what you did was right. We are going to 
have, due to the fact our recent activities in Iran have had a lot of 
publicity in magazines, and so forth, a great deal of discussion about 
the program in Tran; what is your judgment as to the net effect of 
what we did in the past and have done so far there ? 

[Security deletion. | 

Mr. Vorys. Who is head of our military mission ? 

Mr. Ricuarps. General Seitz. He is our man there. 

[Security deletion. | 

(Whereupon, at 1:54 p. m., the committee adjourned.) 
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FRIDAY, JUNE 14, 1957 


Housr or ReEpresENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, eG. 

The committee met, pursuant to adjournment, at 10:45 a. m., in 
room G-8, United States Capitol, the Honorable Thomas 8S. Gordon, 
chairman, presiding. 

Chairman Gorpon. The committeee will come to order, please. 

We have this morning as a witness our former colleague and friend, 
the Honorable John B. Hollister, Director, International Cooperation 
Administration. 

I understand you have a statement on that, Mr. Administrator ? 

Mr. Houuisrer. Yes; L have, Mr. Chairman. 

Chairman Gorpon. You may proceed as you wish. 


STATEMENT OF JOHN B. HOLLISTER, DIRECTOR, INTERNATIONAL 
COOPERATION ADMINISTRATION 


Mr. Horuisrer. I should like today to take up some of the major 
aspects of the President’s proposals for mutual security legislation. 
I will begin by discussing the chief respects in which the proposed 
program differs from past practice. Then I will explain the amounts 
which we are seeking for each of these categories. Finally, I will 
discuss in more detail the three basic new categories : defense assistance, 
the development loan fund, and special assistance. 

Principal categories: As you know, the last year has been one of 
intensive review and study of the mutual security program. Your 
own committee has undertaken very intensive and valuable hearings. 
Other studies have been carried out by the Senate, by two groups of 
eminent citizens reporting to the President, and by competent private 
bodies. These studies are agreed in two basic conclusions : 

First, that the mutual security program is necessary to our national 
security and should be carried forward. 

Second, that the program can be substantially clarified and improved 
through certain major changes. 

In the past, that program has been presented to the Congress and 
to the American public as a single entity; its different categories of 
aid have not been properly differentiated, nor did they correspond 
precisely to different purposes meant to be accomplished. This has 
resulted in widespread confusion, at home and abroad, as to the nature 
of these purposes and as to the degree in which they are served by 
different parts of the program. 
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We propose, therefore, a substantial rearrangement of our aid cate- 
gories. Under this rearrangement, the mutual security program 
would embrace the following four major divisions: 

lirst, “defense assistance.” This would include two subdivisions: 
(1) Military assistance (hardware and training), and (ii) that part 
of present “defense support” which is designed to enable the receiv Ing 
country to support a given level of military forces or otherwise con- 
tribute to the common defense. 


The second category would be a hew one: The development loan 


fund. This would include virtually all aid for the purpose of economic 
] } ek ? or +] se | 
development. Hitherto. we have Given tihlis aia partly as iey ‘lop 


ment assistance” to countries whe re we do not have mil tary pl 
and partly as “defense support” to countries where we do, 

The third category, technical cooperation, would remain unchanged, 
but a conti Ine authorization for this category is be no souvht. 

The fourth category we uld also be new : “Special assistan e,” This 
would consist of funds for (1) economic aid, primarily by orant, to meet 
needs which cannot be met by other basi types of assistance: (11) un 
foreseen additional military or other requirements: (iii) emergencies 
and contingen ies, This category would be on an annual authoriza 


: ] 
(10nN Dasis. 


hae } 1 } , : 17 Leas 232 

Anrounts requested : NeXT | hould | ke to show a table which will 
indicate the propos od din s1oOn OTF acCcOY for fiscal vear 1195S between 
these four major categories of aid. I have also a chart to compare 


these accounts with our fiscal year ayer ppropria ion 


(Two charts are as follows:) 
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Mr. Houuisrrer. This chart shows how we intend to use military as- 
sistance and defense support, with $900 million for the new type of 
defense support. Under the economic and technical cooperation comes 
the development loan fund of $500 million, and the technical coopera- 
tion, which includes, in the $169 million which we have there, the 
$15.5 million of United Nations technical assistance and $1.5 million 
to the Organization of the American States, leaving $152 million as 
the figure for technical assistance throughout 60 or 65 different nations 
where we operate. 

Then our multilateral and other nonregional activities are $96 mil- 
lion, which includes the $35 million which we are asking for adminis- 
tration of this farflung program. 

We then end up with a $300 million item, $100 million of which is 
programed now for economic and technical cooperation of one type 
or another—economic activities—and $200 million of which would be 
the contingency fund which we will have available for all the things 
which might be occurring in the coming years which we cannot 
program. 

We are coming up with our total. 

We will now put up the next chart where I will try to compare 
what we are asking for next year with what we appropriated this 
year. We tried to divide the 1956 pie in such a way that you can see 
clearly under the defense-assistance category that part of mutual de- 
fense which is military assistance and defense support, and therefore 
on the military side of the picture. 

We have that little top piece under special assistance of $200 million, 
we have that cut loose from the straight economic side of the program 
because that is available to transfer either way in the event the emer- 
gency should require some of it to be transferred into the defense sup- 
port or military assistance field, so you really end up with only about 
one quarter of what we are asking for fiscal year 1958 in the direct 
economic field. 

This, again, is with the development loan fund and the technical co- 
operation and all the multilateral things which aren’t necessarily eco- 
nomic—some of them—because they involve International Committee 
for European Migration, the Children’s Fund, and the other interna- 
tional organizations to which we contribute. $100 million of that spe- 
cial assistance, you see, is put into the economic area because we already 
have that programed for the coming year. 

That compares, you see, with the appropriations that were made for 
this current year. As you know, sp aha of the military assistance 
which was appropriated for this vear, that will be carried over if re- 
appropriatied toward the coming year aces it will be unobligated at 
the close of the current fiseal vear. 

First, let me take up defense assistance, which includes both military 
aid and defense support. 

You will note that under this arrangement total defense assistance 
becomes $2.8 billion ; $1.9 billion of military assistance, plus $900 mil- 
lion of defense support. Both these sums are requested on a no-year 
basis, in the same way in which our regular defense appropriations 
are made. 

Mr. Sprague will explain the military assistance figures, discussing 
in some detail the $500 million difference between the figure contained 
in this table and that in the President’s budget message. 
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As to defense support : you will note that the request for defense sup- 
port, fiscal year 1958, is over $250 million less than was appropriated 
for fiscal year 1957. This is because under the new definition for de- 
fense support, which excludes amounts for economic development, we 
estimate that only $900 million will be needed to assist these countries 
to make their contribution to the defense of the free world. While 
this sum of $900 million will appear in the defense budget, it will con- 
tinue to be administered by the ICA, to avoid duplication of staff 
and because it is so inextricably tied up with other foreign economic 
activities. 

Next, we come to the nonmilitary side of the program: 

$500 million is to be in the development loan fund. This is the mini 
mum amount that we believe is needed to launch this fund’s operations 
next year. By the close of fiscal year 1957 more than $400 million of 
mutual-security funds will have been devoted in that year alone to 
the purposes which this fund will serve—about $180 million from sec 
tion 201 (development assistance )—that is, the one now in operation, 
and $230 million from what has hitherto been called defense support. 

And I pointed out why it doesn’t agree with that fivure on the 
chart, because in that figure on the chart we have inc luded the United 
Nations technical assistance and the Organization of American States. 
The $152 million is the technical assistance which is in our own pro 
grams. 

The final major item is special assistance, for which we request $300 
million. This includes a SZU mill on emergency fu nd usial lee Cher To! 
the military or the nonmilitary side of the program. 

You will have noted that of the 4 major ¢ ‘ategories under this pro 
gram, 3 embrace better methods of accomplishing our purposes : de 
fense assistance, the development loan fund, and special assistance. | 
will discuss each of these in detail. 

Defense assistance ; As to defense assistance, the President has made 
— recommendations: 

. That funds for both military assistance and defense support be 
ei iated in the regular Department of Defense budget ; 


2. That defense assistance be authorized on a eens basis; and 

Th: if the Sse funds | e ap pro priated on a no-vyear basis. 

The first ———— on springs In large part laos the fact that. 
as nearly all of the studies which have been made of the mutual secu 
rity eeere over the past year es stressed, great confusion has re 
sulted from failure to point out c early those categor ies of t he program 
which are essentially military in purpose . This committee, for exam 
ple, urged, in its report on this bill last year that- 
the executive branch carefully consider placing the military portion of the mutual 
security program in the Department of Defense budget next year 


1 


The first fundamental proposal made by the President in his me 


sage to the Congress was 


. * to remove uncertainty as to the character and purpose of our aid, IT recon 
mend a clear separation of military and defense support assistance on the one 


hand, from economic d 


evelopment assistance on the other 

To make this separation plain and understandable, the President ha 
proposed that defense assistance appropriations both military assist- 
ance and defense support he ; appropriated to the President asa sepa 


rate title in the reoular Department of Defense budget. 
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The President explained this recommendation saying: 

Our expenditures for defense assistance differ neither in basic purpose nor 
character from those for our own Armed Forces. Once incorporated in our own 
defense budget they will become recognized here and abroad—as indeed they 
should be—as part of the military effort of the United States. 

The President pointed out that defense support exists for a military 
purpose—to make it possible for countries to maintain forces, in some 
cases to make possible some other specific contribution, such as provi- 
sion of base facilities. Such defense assistance is just as essential to the 
military force or maintenance of base facilities as military equipment 
provided a country. Since both forms of mutual defense assistance 
are aspects of the total United States posture and strength, they should 
be treated together legislatively and in the same legislative framework 
as other United States defense outlays. 

It is, of course, true that defense support funds are used for what 
seems to most people to be economic purposes. It is true that such 
assistance is economic in form. It would be impossible for it to be 
otherwise. However, it is for an exclusively military purpose. This in 
itself is not objectionable. Confusion arises because under present 
budgetary procedures the public has no way of clearly recognizing 
that some economic assistance is for the purpose of maintaining an 
agreed level of military strength, while other economic assistance is to 
make development possible. 

It is this type of confusion which the executive branch proposal 
iS specifically designed to correct. 

The second of the President’s recommendations—and T assume that 
should be “The first,” Mrs. Bolton—concerning defense assistance was 
that it should be given continuing authority, like the rest of the mili- 
tary budget. 

Incide ntally, I will have some corrected copies of this distributed. 

The President advanced two major reasons for this recommenda- 
tion. His first was that it 
would fittingly recognize that our own security requires continuance of these 
parts of our own military effort as long as Communist imperialism remains a 
menace to free peoples. 

The executive branch agrees with the conclusion of your former 
chairman’s report of last December that— 
the United States should continue to assist in the maintenance and equipment of 
the forces of other nations as long as such assistance strengthens the defense of 
the free world and the United States against Soviet aggression. 

It is the belief of the executive branch that the legislation underlying 
the program should now recognize this fact. 

The second reason stated by the President for his recommendation 
for enactment of continuing authorization of appropriations is that 
it— 

* would also enable the Congress to consider simultaneously appropriations 
both for our own Armed Forces and for assistance to friendly forces. In this 
way, these two interrelated elements of our military budget can be better 
integrated and balanced, and the effectiveness of both increased. 

The recular budget of the Department of Defense has a standing 

ithorization and comes to the Congress only as an appropriation 
mensure Because of the size of the defense appropriation request 
and the length of time needed by the Congress to handle it, it is brought 
to the Congress very early in each session. It would be impractical 
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for the executive branch to combine recommendations for the foreign 
military program with those for the domestic program, or for the Con- 
gress to consider them together, unless the foreign program can be in- 
cluded in the regular appropriation request. It would be impossible 
to do that, if it were necessary to go through the long process of au- 
thorization of the foreign military program each year before the ap- 
propr iation request for it could be considered. 

Continuing authorization of appropriations would also facilitate 
long-range pl: inning. And it would make it possible to combine pro- 
curement orders of items needed for the foreign program with orders 
for domestic program items. 

The third of the President’s recommendations—and this is properly 
numbered, I believe—was that the availability of military assistance 
and defense support funds should be on an until-expended basis. This 
is another effort to place the mutual security program on a more busi- 
nesslike foundation. 

The executive branch believes that the extension of time available 
for making obligations will permit the exercise of greater prudence 
and care than at present and result in a more economical and effective 
use of funds. 

The above proposed changes in the legislation affecting mutual de- 
fense assistance programs do not, in net, affect the control which Con- 
gress can exercise over them. Appropriations will still be sought on 
an annual basis, and the Foreign Affairs Committee will have its usual 
opportunity to recommend to the Congress whatever changes it be- 
lieves should be made in the substantive authority. The committee 
will continue to receive periodic reports and an annual presentation 
as at present. 

Development loan fund: I should like now to turn to the second 
new mutual security category—the ee loan fund. 

This fund is designed to place our development financing on a 
sounder and more businesslike basis. Let me describe how the pro- 
posed procedures would differ from existing practice. 

First. the fund would not decide in advance how much money each 
country was to get for the following fiscal year. Instead, loans would 
be made for each program or project in the amount and for the time 
period best related to that particular program or project, and only 
after a review of the project or program had provided ample evidence 
that the proposal met the standards of the fund as to their technical 
and economic soundness. This should insure that use of the fund 
corresponded to current opportunities for most effective use. It would 
also have the advantage of encouraging the receiving countries to more 
self-reliance and self-help. | 

Under the present system, we seek to justify annual appropriations 
by illustrative overall annual country programs. Ve have found, 
however, that a country often learns of the amount illustratively pro 
gramed for it. I think “often” should be changed to “always.” 

Notwithstanding the fact that conditions may change greatly be 
fore the year is over, making it unwise or unnecessary to allocate to 
that country the specific sum, the country ing this sum as some- 
ae to which it has a vested right whether or not it is warranted 
by the country’s performance. 

Furthermore, a level established for a country in one year is most 
difficult to reduce in later years without political repercussions. 
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In examining specific projects or program proposals, the officials 
responsible for the fund would screen them against the three criteria 
specified in the proposed bill: 

Could the financing be obtained elsewhere in the free world on reas- 
onable terms? This would be to insure that the fund’s financing com- 
plemented, rather than substituted for, financing available from other 
sources. 

Is the proposed activity or transaction economically and technically 
sound ¢ 

Does it give reasonable promise of contributing to economic growth 
as a sound investment should ? 

And I should add, as does the proposed bill, that the fund would be 
administered so as to support and encourage private investment. 

Those in charge of the fund would also, of course, take into ac- 
count the broad fore ‘ign policy interests of the United States—that is 
to say, the degree of our national interest in supporting a vigorous 
development effort in the particular country concerned. For the fund 
would be much more directly an instrument of our foreign policy 
than is the Export-Import Bank or, of course, the World Bank. 

Second, as you know, the fund’s financing would only be available 
on a loan basis. This has the double advantage that (i) it should 
permit the United States eventually to be repaid out of increased pro- 
duction in the countries concerned ‘and (ii) it should encourage more 
businesslike and responsible practices on the part of the recipient. 

The obligation to repay would be unequivocal. 

However, we should recognize that expectation of repayment would 
be based on a reasonable confidence in the long-range development 
of the borrowing country. This would mean that the fund’s terms 
would often be more generous than those of other sources, and that its 
claims might be subordinated to those of other lenders. It would, for 
example, in many cases accept interest and principal payments in 
foreign currencies. 

I might at this point digress long enough to say that I agree heartily 
with what the President of the E xport-Import Bank said to this com- 
mittee, namely, that the fund exercise the greatest care to make cer- 
tain that its lending operations do not so overload a country with 
debt as to impair its access to hard loans. We have a pretty good 
record on this. We are making mutual security loans this year of 
over $400 million and our relations with the regular lending institu- 
tions have been excellent. 

Let me say as far as I know, there has been no intimation in the 
making of these loans we are making today, that we are in any way 
intruding on the jurisdiction of other lending agencies, and that is 
what we would propose to follow in the future. 

Nothing proposed in this legislation should create new problems in 
this relationship. 

We look forward in fact, to increasingly close working ties with the 
Export-Import Bank and the World Bank. For in extending financ- 
ing the fund would try, whenever possible, to join with these institu- 
tions and with private investors. 

Sometimes it might finance a given project in conjunction with 
them: On occasion, for example, one of the existing public banks 
might meet the foreign exchange costs of a project while fund loans 
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might be used to provide commodities to generate part of the necessary 
local currency. 

Third, in order to ensure that its resources could be expanded with- 
out haste or w aste, the fund would be free from any requirement to 
obligate its money within fixed deadlines. 

There would thus be time, particularly in the early years of the 
fund, to lay plans carefully, to emphasize soundness, to negotiate 
for conditions essential to success, and to move with deliberation in 
establishing high standards of quality in making loans. Activities 
could be planned, projects engineered, and negotiations conducted 
without having to keep one eye on the calendar. Economic growth 
should be a continuous process. It is not an annual event. The 
present April 30 and June 30 deadlines for obligations are harmful 
to effective assistance in support of this process. 

Fourth, and most importantly: If the development loan fund is to 
work in the way that I have described, it must be assured of a con- 
tinuing existence and of continuing resources. We have, therefore, 
asked for an appropriation for fiscal year 1958 and for authority to 
borrow specified funds from the Treasury in each of the next 2 fiscal 
years. 

This assurance of future resources is necessary to the fund, as it is 
to any financing institution. Without it, I do not believe that the 
fund could operate effectively. Let me indicate three specific reasons 
for this belief. 

One: At present, in our planning of assistance for basic develop- 
ment projects, we are torn on the horns of a dilemma. Such projects 
require very careful planning ; they should, in general, be preceded by 
adequate surveys and engineering studies. If we undertake such 
surveys and studies, this implies a promise to a country to finance the 
project involved; serious repercussions may result in the event that 
lack of future funds prevents the project’s initiation when these sur- 
veys are completed. 

Tf, on the other hand, we obligate the funds which are immedi: itely 
available for the project without adequate advance study, this may 
result in waste and, therefore, in long delays and frequent changes in 
plans. 

With assurance as to future resources, the fund could avoid these 
difficulties and work with the borrowing countries to plan ahead for 
the most effective use of their and our resources. 

Two: With assurance as to future resources, the fund can place 
primary responsibility for planning development projects on the 
receiving countries, and can give these countries an effective incentive 
to discharge this responsibility vigorously—by offering them a con- 

vincing prospect that if—and only if—they plan sound projects can 
they reasonably expect to qualify for continuing United States financ- 
ing. 

Without this assurance as to future financing, we cannot convey 
adequate confidence to a country that a particular project can go for- 
ward. 

And without this assurance, we would be driven back to reliance 
on annual illustrative country presentations, which all too readily 
become annual country allocations, which—as I have indicated—tend 
to weaken the receiving countries’ incentive to self-help. 
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Three: Assurance as to future resources is necessary if the fund 
is to work closely with other financing sources and is to encourage 
them to undertake financing activities that would not be feasible in 
the absence of those of the fund. The World Bank, the Export- 
Import Bank, and private investors do not depend on annual appropri- 
ations. If they lack confidence in the fund’s future resources, they 
will naturally be reluctant to work with it on a long-term basis. 

It is proper and right that the Congress should inquire as to how 
the shift away from annual appropriations would affect the control 
which it now exercises over the provision of development financing. 

First, let me point out that the capitalization of the fund would be 
passed upon by the Congress not only in the authorizing legislation 
but also, under our present proposal, by the Congress a ‘second time 
in the appropriation bill. There would thus be ‘greater initial con- 
gressional control over the fund’s resources than has been exercised 
over those of similar public loan funds, e. g., the Export-Import Bank, 
which was capitalized wholly by borrowing authority based on a single 
action of the authorizing committees and the Congress. 

Second, each year, in addition to the semiannual detailed report 
provided ‘for by the bill, the executive branch would make a presenta- 
tion covering the fund’s past activities and future plans during the 
annual review of the mutual security program by the authorizing com- 
mittees. 

And might I say parenthetically that in addition there is provision 
that the budget program of the fund would be submitted to the Con- 
gress annually for such consideration as the Congress may want to 
give. 

Third, the committees could, if they wished, recommend to the Con- 
gress curtailment or elimination of the fund’s authority to borrow 
from the Treasury before the second or third year—since no obh- 
gations could have been made which were not covered by resources 
already available to the fund. This is a vital point: The proposed 
method of capitalizing the fund makes it impossible for its adminis- 
trator to obligate more than the first year’s appropriation before the 
Congress has had a full opportunity to review its activities and to 
determine what changes in its future scope, if any, were needed. 

The amounts authorized to be borrowed in the fiscal years 1959 and 
1960 could not be obligated before these years, respectively. From 
the standpoint of both congressional] control and budgetary effeet, 
therefore, this is not an appropriation of any more than $500 million. 

In closing these remarks on the fund, I would like to take up the 
question of why the particular amounts which we have requested are 
required. 

We are now providing development assistance of over $400 million 
annually, including that part of defense support which goes to devel- 
opment purposes. 

Most of the studies of development assistance which have been con- 
ducted for the Congress, for the executive branch, and by competent 
private groups conclude that substantially more could be used effec- 
tively. 

This conclusion is supported by information presently available. 
After reviewing known Seve plans and proposals for projects, 
my staff has estimated tentatively that worthwhile applications for 
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fund financing might amount, in obligational requirements for the 
fiscal year 1958, to about $1.1 and $1.3 billion. These possible project 
proposals cover a wide variety of fields—basic transportation, power 
facilities, agriculture, private industry, and health and education. 

What I am pointing out there is that there is this reservoir of proj- 
ects which we have already studied tentatively from which the best 
projects could be drawn, in order to be financed by the development 
loan fund. 

A fact which may help to explain why the anticipated applications 
for fund financing exceed the present level of « levelopment assistance, 
is that we expect the fund to engage in several new activities. 

I have particularly in mind here activities directly designed to en- 
courage growth of private enterprise. For example: Loans to private 
entities, ‘purchase of their debentures for possible eventual resale to 
private investors, and financing of private-public or quasi-public de- 
velopment banks in less-developed countries which would help finance 
private businesses. 

The requirement for fund financing is not unlimited, but it is some- 
what greater than could be met from present levels of development 
assistance. 

What will happen if we do not meet this requirement—if we pro- 
vide the fund with less resources than would be needed and could be 
used effectively ? 

In the first place, we might well be wasting our money. I was much 
taken with an analogy the Secretary of State used recently, when he 
compared getting economic development started with getting an air- 
plane off the ground: You have to achieve a certain minimum speed 
to take off. 

So it is with economic development. We want these countries’ 
growth to go forward rapidly enough so that they can finance an in- 
creasing part of their deve ‘lopment programs out of their own produc- 
tion and from normal financing sources. If we can do this, the re- 
quirement for the fund’s resources will eventually be diminished. If 
we do less than this, that eee will continue unabated. I sub- 
mit that unending assistance is wasteful assistance. 

Not only that, but it will probably be ineffective assistance. For it 
will fail to meet the very real threat to our national safety which exists 
in the less-developed areas. 

Chairman Gorpon. Thank you very much, Mr. Hollister, for your 
presentation. 

We will now proceed with questioning under the 5-minute rule. 

Mr. Hollister, I have one question I want to ask you on the devel- 
opment loan fund. Approximately how many countries will be eligi- 
ble for assistance under the loan fund ? 

Mr. Horuister. Every country in which we operate. Any country 
where it is decided to be in the interests of the United States to develop. 

We don’t intend to use this money to move back into those countries 
of Europe that have financially sound governments, but to the extent 
we have a mutual security program in various parts of the world 
there is no country which we expect to exclude from the possible use 
of this fund, though there may be some where for obvious reasons we 
would probably not undertake activity. 

Chairman Gorpon. Mr. Vorys. 
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Mr. Vorys. Mr. Hollister, we have had a lot of reappraisals going 
on in the past year of what you have been doing, and I note that you 
personally have come out in good shape. You have a thankless job. 
There are always criticisms that you do too much and too little, but 
I think the general feeling is that you are careful, practical, have 
worked hard and haven’t talked too much, and a lot of us are proud 
of what you have done. 

Now, I am for your new proposal, but I have a criticism of your 
presentation. You haven’t told us enough about the accomplishments 
of ICA in the past year. I scold you and your team every year about 
this. We hear an awful lot of criticism of it, but you haven’t told us 


enough about what you have accomplished. Perhaps we will get 
that later. 


Mr. Hottisrer. I have a little memorandum on it that I would be 
glad to file with the committee, Mr. Vorys. We don’t like to go around 
saying how good we are because we have so far to go to in getting 
these operations in the shape in which they ought to ve, but we hope 
we have been improving things all the time and we have done a few 
things in the 2 years I have been conducting these activities. 

(The material referred to is as follows:) 


OFFICE OF THE DEPUTY DIRECTOR FOR CONGRESSIONAL RELATIONS, 
INTERNATIONAL COOPERATION ADMINISTRATION, 
April 25, 1957. 


THE ACHIEVEMENTS OF UNITED STATES FOREIGN AID PROGRAMS 


(This is a paper prepared by staff of the International Cooperation Administra- 
tion in cooperation with the Departments of State and Defense and does 
not necessarily reflect the views of the executive branch.) 


This report answers a request for comment on the ways in which United States 
aid programs have assisted in achieving United States foreign-policy objectives. 
It consists of three parts: 

(a) A brief statement of our foreign-policy objectives ; 

(bv) A discussion of the ways in which foreign aid has contributed to 
these objectives ; 

(c) An elaboration in respect of certain countries of the conclusions 
drawn under (0) above. 


Part 1. UNITED STATES FOREIGN POLICY OBJECTIVES 


The national interest which foreign policy seeks to advance is to assure that 
our people will be able, within our own boundaries, to maintain and to develop 
our institutions and values free from coercion by external power. 

Fulfillment of this interest presupposes two basic conditions: Peace, or at 
least the absence of a major nuclear war, and a friendly, or at least not hostile, 
attitude toward our country on the part of a sizable portion of the rest of the 
world. 

There presumably could be no debate over the assertion that our national objec- 
tive would be lost if we should be defeated in a major war. And the risk is very 
large that even a war which we won, certainly one in which thermonuclear wea- 
pons were used, would be so destructive that the institutions and values we had 
set out to conserve would themselves be radically and violently transformed. 

Peace is thus a vital part of the supporting structure, but it is not enough alone. 
If the rest of the world, excepting Latin America and Canada, were to come 
under a regime or a group of regimes hostile to our Nation, what would be the 
effect on our national interest? It must be supposed that our national life would 
be fundamentally altered by the circumstance of having been isolated in the 
Western Hemisphere by a succession of shattering free world defeats, and by 
the continuing necessity of living as a beleaguered people. Once more, we could 
have lost the goal of policy, that is, an area of freedom in which to choose our 
own way. 
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Omitted from this list of our foreign-policy goals, and from the remainder of 
this report, is the objective of helping to create a better world in which to live 
and do business, totally apart from the power struggle with the Communist bloc. 
This objective is omitted, not because it is unimportant, but rather, because the 
main thrust of the foreign-aid programs have been toward solution of problems 
arising from that power struggle, and because a narrower statement of United 
States objectives provides a more acceptable framework for this discussion. 


Part 2. CONTRIBUTION oF AID TO NATIONAL OBJECTIVES 


1. Foreign aid has contributed to these national objectives of averting nuclear 
war and hemispheric isolation in several ways : 

I. It has helped free countries to maintain a military posture which con- 
tributes to deterring or preventing Communist expansion by force of arms. 

II. It has helped free countries to (a) meet an imminent internal threat 
to their independence or (b) meet a long-term internal threat to their 
stability. 

III. It has helped some free countries to avoid dependence on bloc aid 
which would tend to bring them into the international Communist orbit. 

IV. It has made it more feasible for satellite countries to weaken or break 
their ties with Moscow. 

2. These purposes often overlap, and more than one of them may sometimes 
have been served by United States aid to a single country. It is probably use- 
ful, however, to discuss these separate elements of United States aid achieve- 
ments separately for analytical purposes. 


I. DETERRING MILITARY ATTACK 


3. Aggression against Korea in 1950, followed closely by Chinese Communist 
military aid to the Vietminh in Indochina, showed that the Communists would 
use military means to expand their power whenever they thought that they could 
do so successfully. If nuclear war and hemispheric isolation were to be avoided, 
it was in the United States interest to deter such uses of force in the future. To 
this end, the United States tried to make clear that it would defend specified 
countries or areas if they were attacked. 

4. We could not have hoped, however, to achieve this object merely by a series 
of United States treaty commitments, supported by a United States nuclear 
capability to devastate the U. S. S. R. If the Communists thought that they 
could take over a country quickly and without extensive fighting, they might 
well act despite the United States commitment. The countries along the Com- 
munist border feel, in many cases, that we are far away and that help might 
come late. They have demanded substantial forces of their own to continue to 
maintain independence from Russia. 

5. If the United States commitments were to be convincing to either the bloc or 
the free world, therefore, it was necessary to develop, in the countries which were 
exposed to Communist attack, forces which could (i) prevent the Communists 
from taking over without a large-scale and overt external aggression; (ii) afford 
the United States sufficient time in which to react effectively to such aggression 
before it achieved its object; (iii) permit this United States reaction to take a 
local and limited form suitable to the nature of the aggression. 

6. Generally, the countries in question were not in a position to maintain such 
forces out of their own resources without serious deterioration in their economic 
position. Such deterioration would pose a threat to internal political stability. 
We had, therefore, to help these countries maintain the necessary armed forces. 

7. This is why we have provided military equipment to the Western European 
countries. This is why we have provided certain less developed countries not 
only such military aid but also economic aid to help meet the costs of their 
armed forces—this defense support being a burden which the richer Western 
European countries could, after the Marshall plan, afford to bear out of their 
own resources. 

8. What has this type of aid achieved? In brief, it has helped to deter post- 
Korean Communist expansion or aggression—this despite the growth in Soviet 
nuclear capabilities, which might have been expected to encourage the Com- 
munists to bolder action. And in deterring Communist attack, local forces have 
also given the free world a sense of confidence which has limited the Communists’ 
ability to increase their influence by bluff and bluster. 
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9. This does not mean, of course, that the Communists have not scored suc- 
cesses during this period. They have: Before events in Hungary, they had 
won friends in some areas by a simulated posture of sweet reasonableness. And 
they undoubtedly increased their influence in the Middle East by selling arms 
to Egypt and by opposing the Israeli and Anglo-French attacks on Egypt. While 
military aid can help to prevent Communist expansion by force of arms, it cannot 
insure that other methods will not be used by the Communists to good advantage. 
In other words, it is a necessary, rather than a sufficient, condition to arresting 
the growth of Communist power. Important individual countries in which it has 
made some contribution to this goal are discussed below. 


A. Hurope 


10. Western Europe.—In early 1949 NATO was established in response to the 
continued Communist threat to the security of Western Europe. This estab- 
lishment made clear that the NATO countries had a determination to defend 
the NATO area. Troops and equipment, however, were in extremely short sup- 
ply. The military capabilities that did exist consisted of national contingents 
that were not prepared to function as an integrated military entity with a com- 
mon strategie concept for defense. After 5 years of strenuous effort the story of 
NATO military effectiveness is: 





1949 ! 1955 ! 
NATO ground forces_......... 12 divisions. _.....-- ..--| 90 to 100 divisions in varying stages of 
readiness. 
NATO air forces idecidanmeal | 400 aircraft. .__..-- _....| Over 6,000 aircraft. 
NATO naval forces__- ....| A few hundred vessels | More than 1,600 combatant-type ships. 





Includes Greek and Turkish forces. 


By pooling their capabilities and resources and working in concert toward 
common goals, the nations participating in NATO can achieve far more in terms 
of true military security, and with considerably less cost, than any one of them 
could obtain solely through its own efforts. This NATO shield has been back- 
stopped by a military aid program to Spain, which has enabled us to construct 
needed military bases in that country as well. 

Of course, no one can prove that the U. S. S. R. would have acted against 
Europe if these additional divisions, air groups, and bases had not come into 
being. They probably contributed to reducing the danger of Soviet attack, how- 
ever—not because they rendered Europe completely defensible (they did not), 
but because they erected a sufficiently sturdy barrier to make it fairly certain 
that any fighting would be prolonged and extensive, and thus involve the United 
States. And the proliferation of United States bases in the European area fur- 
ther increased the deterrent posed by adding the prospect of United States in- 
volvement. This deterrent was as apparent to the Europeans as to the Soviets; 
it gave them that sense of security which was necessary if they were to act vigor- 
ously against internal Communist parties and lay needed long-term economic 
plans. 

11. Greece.—Greece faced a serious threat in the winters of 1946 and 1947. An 
externally inspired Communist rebellion was underway and seemed to be gain- 
ing. The Greek armed forces were poorly organized, ill trained and poorly 
equipped, and as a whole were not capable of coping with the civil war. The 
United Kingdom was unable to provide continued assistance. 

A program of economic and military aid to Greece was instituted early in 
1947. The military assistance portion of this program had as its objective the 
support and maintenance of the Greek armed forces in putting down the Com- 
munist-led guerrilla rebellion. Originally the program consisted of supervising 
and financing logistical support. Later this program was broadened to include 
the provision of operational advice to the Greeks. This program enabled the 
buildup of the Greek Army in 1947 from 120,00 men to 197,000 men which in- 
cluded a national defense corps composed of 100 national guard battalions or- 
ganized and equipped to maintain order in guerrilla-free areas. By the fall of 
1949, as a result of United States aid, the number of active guerillas was re- 
duced from a high of 28,000 to less than a thousand, and were subsequently elimi- 
nated. This has made possible the formation of a smaller but better equipped 
Greek Army. With peace restored in 1949 subsequent United States aid has 
been used to rebuild the economy and strengthen the armed forces as safeguards 
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against another Communist attempt to seize power. Today, Greece with an 
army of some 105,000 men under arms stands ready to share NATO defense re- 
sponsibilities. Meanwhile, United States economic aid helped to restore the still 
badly damaged economy to prewar levels. Thus, United States aid helped the 
Government to survive an active Communist rebellion which, if it had pros- 
pered, would either have made Greece the scene of a full scale international 
war or have won Greece for the Communist bloc. The closing of the Yugoslav 
border was, of course, one of the decisive factors in ending the rebellion, but 
the anti-Communist forces probably would not have been able to benefit from the 
closing if United States aid had not kept them from losing out to the guerrillas 
in the meantime. 

12. Turkey.—Turkey, traditionally an area of Russian aggression, was the 
object of renewed Soviet pressure after World War II. The Turks came to us 
and asked if we would support them in standing up to this pressure. If our re- 
sponse had been less forthright, they might have been tempted to compromise 
with superior power, or the Soviets might have been tempted to risk a local ag- 
gression. The test of our response was our willingness to help the Turks carry 
out a program to modernize their army which they were anxious to undertake 
and which would render it capable of sufficient resistance to deter attack. 

The immediate results of this program can be seen by comparing the Turkish 
armed forces of 1947 and those of today: In 1947 Turkey’s ground forces were 
equipped with a heterogeneous collection of arms and equipment: its fleet con- 
sisted of 90 vessels, 40 percent of which were ineffective: its air force was prac- 
tically nonexistent. The more basic result of the program can be seen in the 
fact that Turkey is still a free country and is committed as a western ally and 
a NATO partner. els 


B. The Far East 


13. The Far East is another major area threatened by bloc military expansion 
after 1950. Three countries in this area were the objects of aggression. In all 
three countries, further aggression is now being deterred. This may in no way 
be due to the fact that these countries have been receiving large-scale United 
States military and defense support, but the reverse seems a more plausible 
hypothesis. 

14. Korea.—In Korea, if it were not for United States aid, there would be no 
army. As it is, there are 21 well-trained and well-equipped active divisions. In 
the absence of an effective ROK army, it seems unlikely that the limited United 
States forces stationed in that country since the armistice could have prevented 
a combined Chinese and North Korean army from spilling over the demarcation 
line into South Korea. The United States commitment to defend Korea was, of 
course, the major factor in deterring this aggression, but that commitment would 
probably not have been effective in either restraining the Communists or re- 
assuring the South Koreans unless it had been reflected in a United States will- 
ingness to support effective local forces. 

15. Indochina.—When Vietnam was partitioned at Geneva in 1954, the prospects 
for the free South seemed about as dim as those of the Confederacy in 1864. The 
Communist North was more populous and had a large and victorious army. It 
gave every indication of viewing southern independence as a strictly temporary 
arrangement. There were many reasons why the temporary arrangement en- 
dured, but not least of these was the fact that the North did not move to end it as 
the French troops withdrew. The primary deterrent to such a move was probably 
the belief that the United States would react with force. But again the local 
military situation was a major element. If a Vietnamese Army had not come 
into being which could maintain internal security and translate any external in- 
cursion into a large-scale war, the Communists inside and outside Vietnam would 
probably have joined forces in a quick and violent attempt to unify Indochina, 
which, if successful would have threatened the remainder of southeast Asia. The 
Vietnamese Army is the creature of local courage and of United States foreign 
aid programs which have, directly or indirectly, provided almost all its equipment 
and most of its local costs. 

16. All of this does not add up to maintaining that United States programs of 
assistance to foreign military efforts have been without flaw—in either formula- 
tion or execution. We have probably agreed to some force goals that are too high, 
for example. Without these aid programs, however, the United States might 
now be worrying not about whether these local armies could in some cases be re- 
duced but about how to construct a viable garrison state out of Canada and Latin 
America, or how to keep the United States in business after a nuclear attack had 
eliminated a goodly part of its people. 
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II. AVERTING AN INTERNAL COMMUNIST THREAT 


A. Imminent threat 


17. Western Europe.—Foreign aid has, on occasion, scored as dramatic successes 
in meeting or averting an imminent internal threat as in deterring armed aggres- 
sion, The most convincing demonstration along these lines occurred when aid 
was used on the largest scale to meet an imminent threat in Western Europe 
shortly after World War II. 

West Europe’s economic future in the winter of 1947 seemed bleak. The war 
and the accompanying destruction and disruption had twisted the economies of 
the European countries out of shape and balance. Agricultural production was 
only about 80 percent of prewar. Industrial production had similarly dropped, 
and it was being maintained only at the cost of depletion of financial reserves. 
Curope’s balance of payments deficit on goods and services in 1947 totalled $7.6 
billion of which $5.7 billion was with the United States alone. Inflation—overt 
or repressed—characterized the internal financial situation of most European 
countries. These factors induced a climate of hopelessness and helplessness that 
laid the countries of Western Eurupe open to Communist influence and infiltration. 

In its ability to exploit this exhaustion of physical plant and spiritual vigor, 
communism arose as the great political menace of the postwar period. Where 
grievances were traditionally strong, and political situations unstable, as in 
France and Italy, the Communists were able to make ominous gains. Polling 
5 million votes in the first postwar general French election, they emerged as 
the largest single party. Guerrilla warfare in Greece, fissures in the occupied 
countries between the U. S. S. R. and its former allies, and finally the first of a 
succession of Communist coups in Eastern Europe all served to demonstrate that 
the struggle to determine the fate of Europe had begun in deadly earnest. 

To meet this political and economic crises, i. e., to prevent the loss of all or 
vital portions of Europe to communism, it was decided to make substantial grants 
to bolster up the crippled economies of Europe. By the middle of 1956, the United 
States had given since 1948 nearly $15 billion of economic aid to Europe under 
the mutual security programs. The bulk of this aid, of course, was transferred 
under the 4-year “Marshall plan” or European recovery program, 1948-52. 

With this aid and their own efforts the European countries were able not only 
to survive and restore the depressed levels of production prevailing in the 1930's 
but also to at least lay the basis by 1949 for the surge in industrial production 
which followed. This is réflected in the European-wide indices of production, 
which by 1952 had increased over prewar by 382 percent for total industrial pro- 
duction, by 44 percent for basic metals, and 60 percent for chemicals. With coal 
production lagging, production of petroleum products shot up by 5% times pre- 
war levels and total energy consumption continued its pattern of doubling every 
decade. Agricultural production soon recovered and by 1950-51 was 10 per- 
cent above prewar levels. The depletion of gold and dollar exchange assets was 
stopped and reserves began to accumulate. After 1950, economic aid to Europe 
began to yield results in terms of increased European contributions to the defense 
effort of the NATO area. Recovery was at hand. 

Massive United States economic aid did not guarantee that the European econ- 
omy would be rebuilt. Perhaps this was expended at times with too lavish a 
hand, but without the aid, recovery would surely have been impossible in anything 
like the few years in which it was accomplished. 

United States aid did not, of course, bring the millennium into being. Various 
European countries continue to face serious social, political, and economic prob- 
lems. Our views continue to diverge from those of the European countries on 
many issues, and they sometimes take actions which we consider harmful to our 
interests. The basic objective, however, which the European recovery program 
sought to support was the recovery of the European economy. One of the im- 
portant reasons for this objective was to help contain the spread of communism. 
These purposes have been achieved. Communism is no longer the menace it was, 
and the economy of Europe has been restored. Unquestionably, United States 
aid programs played an important role in the achievement of these results. 

18. Internal crises which might otherwise have brought or returned Com- 
munists to power have been surmounted through United States aid in Guatemala, 

Solivia, and Tran. 

(a) Guatemala.—When a pro-Communist regime was overthrown in Guate- 
mala in 1954, Communist influence was still strong. If the new Government 
could not have dealt successfully with its most pressing problem, that influence 
might have grown and put an early end to the Government’s existence. The 
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United States stepped in with timely and substantial aid, which enabled that 
Government to show that the people and country could prosper more under a 
democratic form of government than under a Communist form. 

In order to achieve major impact, program emphasis was placed on direct 
assistance to speed up the highway program that had been started by the Com- 
munists but had bogged down because of poor administration and large-scale 
graft. The United States has assisted on two major highways on the Atlantic; 
75 kilometers of 114 kilometers of road designed and ready for construction 
on the Pacific Highway have been completed, and the remaining unfinished length 
of 140 kilometers has been designed. About 60 percent of construction on the 
290-kilometer Atlantic Highway has been accomplished. This highway program 
has served greatly to reduce unemployment and will promote economic develop- 
ment by giving undeveloped areas of Guatemala access to markets. 

A popular Communist program, the so-called land-reform movement, enjoyed 
popular support in many quarters by distributing, though not giving title to, 
expropriated land for farming. The new Government’s program included some- 
thing better: ICA contracted for advisers to assist the Guatemalan Government 
in planning a program of rural development which includes area planning, settle- 
ment of rural families on Government lands, supervised credit, and an agricul- 
tural extension service to help settlers develop and use their new farms. 

There are still many difficult problems in Guatemala, but, in part because of 
United States aid, progress is being made and Guatemala’s economy has been 
greatly strengthened during the past 2 years. Today we have a friendly anti- 
Communist Government with which to deal and the danger of pro-Communists re- 
turning to power in that country is small. 

(b) Bolivia.—There was a basic social, political, and economic Bolivian up- 
heaval in 1952, which may be compared in some ways to that which took place 
in Mexico in 1911. A new revolutionary coalition came to power in a country 
which had been badly disorganized by that upheaval. The coalition consisted of 
both moderate and extremist forces, the former being initially in the ascendant. 

The problem of the moderate forces was intensified by a general climate of 
hospitality to Marxist economic theories in educational and labor circles. Com- 
munists and fellow travelers were in evidence both in and out of Government. 
Widespread poverty, the political inexperience of the population, the existence 
of a large, poorly paid working class, a civilian militia not wholly under Goy- 
ernment control, and the low morale of the small national army and air force 
were factors which favored extremists. 

If the moderate forces had not been able to prevent economic deterioration, 
they would probably have lasted about as long as the Kerensky regime in Rus- 
sia in 1917. United States aid helped to keep cities fed—and thus helped the 
moderates to stay at the head of the Government and keep the coalition together. 

Other specific accomplishments of United States aid programs are the train- 
ing of more than 150 public servants in a school for administration at La Paz: 
the fact that Bolivia has gone full circle from expropriation of Standard Oil 
interests to the development, with ICA help, of a modern petroleum code under 
which Gulf Oil Co. is making substantial investments; a similar joint effort with 
respect to Bolivia’s mining code, and the stabilization plan which we have just 
helped Bolivia launch, which promises to bring some order into Bolivia’s finan- 
cial chaos. 

The outcome of the struggle is yet to emerge. However, there are some signs 
of solid achievement. In 1956, the Communists were able to win less than 2 
percent of the total popular vote, and failed to gain a single seat in the first 
Bolivian general election in which universal suffrage was permitted. 

(c) Iran.—In Iran, United States aid plaved a dual role in meeting an internal 
imminent threat arising out of increasing Communist influence under the Mos- 
sadegh regime. 

When the United States military-assistance program for Iran was initiated, 
the Iranian armed forces were poorly organized, ill trained and ill equipped. 
Although United States aid did not increase the external combat effectiveness 
of the forces during the first few years because of the Mossadegh regime’s in- 
difference toward the development of the army, it supplied the military equip- 
ment that enabled the armed forces loyal to the Shah to overthrow Mossadegh. 

After that overthrow, Iran faced a situation somewhat similar to that of 
Guatemala after Arbenz. Again, prompt and substantial United States aid. in- 
eluding economic aid which was devoted to budgetary support of Government 
functions, played a vital role in preventing collapse of the new Government, whose 
hold was precarious over a country whose economy had been brought to a stand- 
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still by Mossadegh’s policies. Now the oil is flowing again, and the Government 
has greatly improved its security position by firm measures against pro-Com- 
munist elements. United States aid did not bring this situation about by itself, 
but it was probably an indispensable component in the chain of events. 

Economic-aid programs have helped the Government to support the costs of 
ordinary Government operations, including the costs of these forces, without 
sacrificing important developmental objectives. 

This improvement in the stature of the forces is indirectly responsible for a 
new-found strength in Iran as a nation. Without such support, Iran would not 
have mustered the strength to withstand the ever-increasing pressure applied 
by the Soviet Union, nor the courage to counter boldly the threats made by the 
Communists when Iran adhered to the Baghdad Pact. Such an open alinement 
with the West is a radical departure from Iran’s traditional neutrality. 


B. Long-term threat 


19. The role of foreign aid in meeting imminent internal crises—as in Europe, 
Guatemala, Iran, and Bolivia—has been fairly clear. That role has been some- 
what less dramatic where a long-term threat is involved. But it may not be any 
the less significant on that account. For, if we only allowed ourselves to be- 
come preoccupied with internal dangers when they are clear and present, as in 
Iran and Guatemala, we are likely to find that they are extremely expensive and 
dangerous to deal with—if, indeed, they have not passed the point of no return. 
In trying to prevent internal dangers from reaching this stage, we have found 
that foreign aid is one of the useful tools available to us. 

20. This is best shown by our experience in south and southeast Asia, where 
the long-term threat of internal deterioration has been most clearly present. An 
increasing belief in the possibility of progress has led the forces which have 
gained power in this area to aspire to economic development and to arouse the 
rest of the population to an increasing preoccupation with this goal. And, while 
the desire for progress has thus been growing, the conditions for its fulfillment 
have been lacking. 

Frustration of this desire could weaken moderate forces and strengthen ex- 
tremists of either the right or the left. The former seem unwilling to make es- 
sential reforms, while the latter are apt to look to communism or something like 
it for their salvation. 

The danger is the development of a general tendency toward internal weakness 
and disorder, which would invite external intervention and thus create a danger 
of war. This danger had been—and continued to be—heightened by the fact that 
much of Asia is under the shadow of Communist China’s growing power. That 
country’s economic progress tends to enhance the attractive power of Commu- 
nist parties in nearby countries, and its military predominance might tempt it 
to intervene on their behalf. 

21. Foreign aid is only a part of the answer to this problem, but it may be 
an important part. Consider the experience of four countries in the area which 
have seemed to face a long-term, internal threat, and to which we have furnished 
substantial development aid: the Philippines, Thailand, India, and Pakistan. 

(a) Philippines.—After World War II, the Philippines’ economy had been set 
back badly by the war; there was an internal Communist insurrection (the Huks) 
which capitalized on agrarian distress. United States aid met this threat in two 
ways: (i) Military aid helped the Philippine Army to get the best of the Huk 
armed forces; (ii) economic aid helped to bring about a significant economic im- 
provement, which made it more difficult for these forces to renew their popular 
support. From a force of more than 12,000 fighting men, the Huk movement was 
reduced to scattered groups only capable of conducting nuisance raids and am- 
bushes. The combat effectiveness of the armed forces was also vastly increased. 

Economic aid has totaled $171 million since the mutual security program started 
in 1951—excluding war-damage payments. The effect of such resources can be 
seen in the fact that Philippine gross national product rose 55 percent from $2.94 
billion in 1949 to $4.56 billion in 1956 (1955 prices). The Philippine Government 
is now in a strong political position, and economic growth seems to be going for- 
ward with fair prospects of success. This could not have occurred without a 
strong and progressive leadership in the Philippines, but that leadership might 
not have been able to do its job without substantial United States aid. 

(b) Thailand.—In Thailand also, after World War II, a friendy Government 
followed anti-Communist policies and cooperated with the United States in world 
councils and in collective-defense measures in Asia. But soon there loomed over 
Thailand, with its large Chinese minority, the threat posed by Communist China, 
and the sweep of Chinese Communist-supported Vietminh aggression across Laos 
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to Thailand’s very border. In the face of these threats, Thailand needed a 
sense of security to help bolster its self-confidence. Our aid program helped do 
this in several ways. In the first place, substantial United States military and 
economic aid provided firm evidence of the United States commitment to sup- 
port a free Thai Government. Secondly, that aid strengthened the Thai armed 
forces and the Thai Government’s ability to maintain internal security. Thirdly, 
that aid promoted economic development, and so helped meet increasing popu- 
lar demand for social and economic progress. Finally, United States aid served 
to strengthen the position of Thai leaders friendly to the United States, thus 
assisting them to continue Thailand’s close alinement with the United States. 

(c) India and Pakistan.—After World War II, the Indian Empire dissolved 
into two new states, which faced somewhat the same problem—how to make a go 
of their independence. 

This problem was most acute in Pakistan—a fragmented state lacking many of 
the rudimentary elements of national cohesiveness. Our aid to this country was 
one of the key factors in enabling it to meet this problem with at least some 
success: Special wheat aid averted a serious famine in 1953. Economic and 
technical aid (which has totaled $235 million) has supported power, transporta- 
tion, and agricultural development, and has provided supplies of essential raw 
materials and consumer goods in the past 5 years; economic aid has also served 
to alleviate potential inflation arising out of increased military expenditures. 
(Military aid has sustained armed forces which are an important element in 
internal stability.) 

More than that, our aid has given key groups in this new state confidence in 
the United States and in their own future, which has contributed to their rela- 
tively vigorous pro-American and anti-Communst orientation. While we cannot 
“buy” friendship with aid, we can give the people who would like to be our 
friends and avoid connections with the Communists the sense of security which 
is prerequisite for doing so. 

In India, our aid has helped the government to deal with what it rightly con- 
sidered its most pressing internal problem—that of economic development. Aid 
of somewhere around $50 million annually, contributed modestly to the success 
of the first 5-vear plan. The achievements of this plan, on the whole, have ex- 
ceeded expectations. National output is estimated to have increased 17 percent. 
A substantial part of this increase has been devoted to investment. In addition, 
there has been a rise in real consumption of about 7 percent on a per capita basis. 
The targets for increased agricultural production were substantially exceeded. 
For example, production of food grains rose from 52.5 million tons in 1950-51 to 
63.3 million tons in 1955-56. Even more spectacular gains were recorded in in- 
dustrial production which rose nearly 40 percent over the 5-year period. Also 
important was the $190 million wheat aid which we provided India on June 12, 
1951: failing that aid, the Indians would have had to undertake such a large- 
scale diversion of resources to avert famine as would have gravely threatened 
the nlan’s fulfillment. 

The Indians are now beginning the second 5-year plan; its goals are more am- 
bitious, since the first plan’s completion still left them with a large and growing 
unemployment problem. A $360 million Public Law 480 agreement for the sale 
of surplus agricultural commodities has given the Indians some assurance against 
food shortages and promises substantial aid in industrial develonment. 

22. No one can judge with precision, of course, the relationships which have 
existed, and which continue to exist, either between United States aid and eco- 
nomic growth in South and Southeast Asia or between such growth and political 
conditions in the area. The evidence suggests, however, that aid has contributed 
to growth in the four countries indicated, by supplying a substantial part of the 
foreign exchange as well as the local currencies and technical knowledge re- 
quired for capital investment. The evidence also suggests that this aid gener- 
ally has tended to strengthen existing governments. United States aid may not 
be the major reason why this area is still stable and non-Communist, but it has 
made an important contribution to this end. 


III. PREVENTING UNDUE DEPENDENCE ON THE BLOC 


23. A government can come under Communist influence not only through ex- 
ternal attack and internal subversion but also through a growing dependence on 
bloe aid. Witness the growth in Soviet influence in Egypt when that country 
came to depend on the bloe for arms. This type of threat varies in intensity 
among the countries which have been exposed to it. In some, such as Egypt, 
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the destructive effects upon United States objectives have been immediate and 
grave, although the dependence may not be permanent. In others, such as Burma, 
Indonesia, and Cambodia, the threat may be less immediate, although no less 
real, 

24. Afghanistan, Cambodia.—Notwithstanding the relative novelty of the prob- 
lem, it is possible to illustrate tentatively the relevant effects of our assistance 
programs. United States aid to Afghanistan, which is particularly vulnerable 
to Soviet penetration because of its geographic location and troubled relations 
with the free world, has helped to prevent an exclusive dependence on current 
bloe assistance which could have been so strong as to bring it into the Soviet 
orbit, politically as well as economically. 

In both Afghanistan and Cambodia, where Chinese Communist offers are being 
made, United States aid seeks to keep Communist influence from insinuating 
itself into an area where it would be particularly destructive, i. e., education. 
In both countries, there is hope that United States aid to meet urgent educational 
requirements will be successful in keeping the teaching system free from Com- 
munist dogma. 

IV. RETRACTING COMMUNIST POWER 


25. All the uses of aid discussed so far have related to keeping the free world 
free and preventing it from getting any smaller. There is another use to which 
foreign aid has been put and may increasingly be put in the future: that of 
making the bloc smaller and of diminishing its centralized totalitarian character. 

26. Yugoslavia. —When Tito broke away from the block in 1948, his chances 
of making his decision stick seemed uncertain, to say the least, in view of his 
military and economic weakness. Up to then he had depended entirely on the 
U. S. S. R. for military aid; if the United States had not stepped into the 
breach the Yugoslav Army, which was one of the major elements in his internal 
power position as well as a deterrent to external attack, would have deteriorated 
rapidly. And if United States economic aid had not helped to cushion the 
serious problems involved in reorienting the major part of Yugoslav trade away 
from the bloc, growing internal hardships and dislocations might have been ex- 
ploited by Stalinist elements in such a way as to threaten the Tito regime. 

United States economic aid has totaled $431 million. This is not an insignifi- 
-ant amount for a country whose gross national product is a little over $6 
billion. . 

Between 1950 and 1956 Yugoslav imports and exports doubled and GNP in- 
creased 214 times, private consumption increased 20 percent in the past 2 years, 
gold and short-term dollar reserves increased from $15 million in 1949 to $28 mil- 
lion in 1956, industrial production increased 50 percent between 1950 and 1956, 
while mining rose by also 50 percent. 

No one can say that Yugoslavia would today surely be a satellite if it had not 
been for United States aid, but that aid was clearly one of the factors which 
helped to preserve its independence. In so doing, it not only made the bloc 
smaller by one country but it preserved an example which contributed to the 
continuing pressure for greater freedom in the other satellites. 

When it became clear to the Soviet rulers that U. S. S. R. was unable to 
reassert its control over Yugoslavia and that the existence of a sharp Soviet- 
Yugoslav conflict was incompatible with other Soviet foreign policy objectives, 
after 1953 they undertook to come to terms with an independent Yugoslavia. 
This forced Moscow into a series of political, economic, and ideological actions 
and concessions which have contributed in an important measure (along with 
the related policy of downgrading Stalin and other moves) to disrupting the co- 
hesion of the Soviet bloc. While there are times when we question Tito’s posi- 
tion and mofives, there is little doubt that this ability to defy the U. S. S. R. on 
many occasions has set an example which the whole world is watching. 

As a result, Yugoslav influence has again penetrated Soviet bloc states in 
varying degrees, and this influence has been exercised to promote ideas of 
“national communism” and national independence; Yugoslavia appears to be 
playing an important role in both Polish and Hungarian developments. In addi- 
tion, as a result of its relatively satisfactory experiences in recent years with 
United States assistance programs and with western economic relations, Yugo- 
slavia seems to he cautiously recommending similar relations with the West to 
Poland and to potential national Communist leaders in other Soviet orbit lands. 
Indeed, the mere extension of United States economic aid to Yugoslavia, even 
during the period from 1954 to 1956 of the “normalization” of Yugoslav relations 
with the Soviet bloc, served as a stimulating expression of the probable United 
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States attitude to other Communist countries which might escape Soviet domina- 
tion. 

In addition, there has been some evidence of loosening of Yugoslav controls 
during the period in which the United States has been providing assistance. 
Although Communist oppression continues to exist, collectivism has been largely 
abandoned, the forced delivery of agricultural products has also been ended, 
decentralization of economic (primarily industrial) activity has become a basic 
policy of the Yugoslav Government, centralized bureaucratic controls have been 
substantially reduced, and price controls have been largely terminated. 

One final factor is the effect which the continued independence of Yugoslavia 
from Moscow had upon the strategic position of Greece. Perhaps more than 
any other single event, the Yugoslav closing of the border against Greek Com- 
munist guerrillas made possible the victory of democratic forces in the Greek 
civil war. 


27. West Berlin is another area where United States aid helped to keep the 
precepts of freedom before a people under Soviet tyranny. West Berlin’s isolated 
position in East Germany renders it both an economic liability and a political 
asset. To exploit the asset we have had to meet the costs of the liability. With- 
out United States aid, large, growing, and unalleviated unemployment might 
have made West Berlin politically unstable and economically unattractive. As 
it is, United States aid has helped keep economic conditions in the city almost 
as good as those in West Germany. Since the immediate postwar period, thanks 
in some measures to United States aid, gross national product nearly doubled, 
industrial output tripled, unemployment reduced by more than one-half, and 
prices held relatively stable. West Berlin has thus been a showcase of freedom 
which has reminded East Germans of their national heritage. This is one of 
the reasons why refugees from communism continue to seek asylum in West 
Berlin at a rate of 15,000 per month, and why we hope that the Soviets will 
some day recognize that their continuing retention of this area involves greater 
costs than benefits. 

Mr. Vorys. You are always so anxious to tell us about the program 
that you want that you never tell us and the public enough about 
what you have accomplished. 

As you know, I want to congratulate you on the loan record you 
have made in the past year and the loan provisions in the new legisla- 
tion have my strong approval. That has been a hobby of mine for 
some years. 

I approve of the breakdown between the economic and the military 
administration of this program. I think you will agree with me that 
while this is administratively a good thing to do and it is good to 
have the public understand the “difference, t the public should also 
understand that furnishing military assistance to a country is eco- 
nomic aid to that country, in that if we didn’t furnish it they might 
have to buy their own. 

The only trouble is they might not have the resources to buy it; 
isn’t that true? 

Mr. Houuisrer. Yes. 

Mr. Vorys. So in one sense all of it is economic aid, as far as the 
American taxpayer is concerned ? 

Mr. Ho.uisrer. It is a question of definition. Let me put it this 
way: We look at it as an integrated operation. We request that 
they do certain things for their security and, of course, they want to 
do these things themselves, Sometimes we don’t completely agree, 
but we have our military groups, as you know, working in these dif- 
ferent countries, and when we contribute military assistance in hard 
goods and training we are, of course, contributing to their defense. 
This relieves them from having to do it themselves, but we consider 
it as something that is absolutely for the defense of the United States 
as well. 
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Mr. Vorys. It is part of our defense. 

Mr. Houuisrer. It is a mutual operation. 

You are entirely correct that if a country would try to maintain a 
certain military level and it was something they had to do whether 
we helped them or not, to the extent we do that for them they don’t 
have to do it. 

Mr. Vorys. If it is something furnished they don’t have and it is 
in our mutual interest, it is to our advantage to carry on the military 
program. 

Mr. Horsister. That is why I think, Mr. Vorys, the whole thing is 
an integrated whole. Everything we do in this field i is a mutual se- 
curity program, and all of it ought to be closely coordinated and not 
fragmented. 

Mr. Vorys. That is the next thing I wanted to get to. 

By the way, first—we will hear about it later—where countries can 
afford their own military equipment but don’t want to manufacture 
it, we then furnish what is called reimbursible aid and they pay for it 
and we will hear about that later; isn’t that correct? That is, to an 
extent. 

Mr. Hotuisrer. That is to an extent true. Sometimes our allies do 
less than we think they should, and we negotiate with them. Perhaps 
you could go into that in more detail with the military people. 

Mr. Vorys. All of this, you feel, is for mutual security; you used 
the phrase, on page 15, that what we do in underdeveloped countries 
involves our own national safet ty; isn’t that right? 

Mr. Houuister. That is behind the whole program. 

Mr. Vorys. The reason I bring this up is I feel in future years some 
of our brethren may get the idea that it is only the military end of it 
that involves our own security and safety, whereas it is the entire 
program that is a coordinated whole for our mutual security—our 
security and that of the free world; isn’t that true? 

Mr. Houuisrer. That is absolutely true. 

Mr. Vorys. Thank you very much. 

Chairman Gorpon. Mr. Carnahan. 

Mr. Carnanan. Mr. Hollister, the reports of the Committee on 
Government Operation and the General Accounting Office on Iran 
describe conditions, planning, program administration and financial 
controls which existed 2 or 3 years ago. Can you cite specific and 
concrete improvements in proc edure which have been adopted by your 
organization to improve operations control and to prevent a recurrence 
of conditions as described in those reports ? 

Mr. Hoxuisrer. I would like very much to file with this committee 
a report on that. I have just filed with Mr. Hardy and his committee 
2 comment on each one of the 18 conclusions in their committee report 
and a specific answer to 2 of the recommendations which affect this 
agency, as a result of that report. 

We have done a great many of the things we feel should be done. 
I think the report was perhaps a little unfair to the operations as con- 
ducted at that time because it did not take into full recognition the 
situation in that particular country. 

If anyone reviews the history of that time, he will realize how nearly 
that country came to going completely into Russian control, and some 
of the things that had to be done had to be done rather fast and could 
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not have been planned in the way that people would have like to plan it. 
The important thing is that Iran is now a strong country, standing 
beside ‘Turkey , there, in the gap between the two great seas In the event 
the enemy should move down from the north. So the results were 
achieved. 

I am not saying that everything that was done was done as it should 
have been. There were many mistakes made, but we think those are 
pretty well rectified. 

Mr. Carnauan. This document which has been distributed is your 
answer, is that right ? 

Mr. Hoxuister. That is the answer to the report of the Committee 
on Government Operations, which was an approval of the Hardy sub- 
committee’s report, and which was based on the GAO findings. 

Mr. Carnanan. Have new procedures and controls been applied 
generally in your operations so we can be assured that conditions com- 
parable to those described in Iran do not exist now, anywhere? 

Mr. Hotuister. We have established new controls and are improving 
them all the time. I am not prepared to say that in all the countries 
where we operate things are not occurring that shouldn’t be rectified. 
There are countries where the nature of the operation is such that we 
are trying very hard to tighten things up and haven’t yet done it as 
much as*we would like to. This is a continuing process. 

Mr. Carnanan. Are there provisions in the legislation before the 
Committee which will correct some of the shortcomings which have 
been cited by the Committee on Government Operations? 

Mr. Houuister. I don’t know of anything specific in the legislation, 
no, sir. This is a matter of internal management, the kind “of thing 
GAO referred to and the criticisms made by the Government Opera- 
tions Committee. 

It is a little hard to legislate efficient oper: ation. You must realize 
the difficulties of carrying on this farflung program, and I might add 
that if the person conducting these affairs doesn’t move fast enough 
and effectively enough to improve things adequately, he ought to be 
removed and somebody ought to take his place. 

Mr. Carnawan. You do think things are under better control ? 

Mr. Houuister. A great deal better than they were, yes, sir, and I 
think they are improving all the time. 

Mr. Carnanan. That is all, Mr. Chairman. 

Mr. Vorys. Mr. Chairman, I wondered, in view of the gentleman’s 
interrogation and the fact that we just received this, if this statement 
on a matter which we have given a great deal of time couldn’t go into 
our record at this point so we could come back and refer to it later if 
we wish. 

Chairman Gorpon. Is there any objection ? 

Mr. Carnauan. Mr. Hollister, you submitted the statement for the 
record at this point, I believe ? 

Mr. Hotuisrer. I would be very glad to. 

Chairman Gorpon. Without objection, the document will be in- 
cluded in the record. 
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(The document referred to is as follows:) 


INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICK OF THE DIRECTOR, 
Washington, D. C., June 18, 1957. 
Hon. Porter Harpy, Jr., 
Chairman, International Operations Subcommittee, 
United States House of Representatives, Washington, D. C. 

Dear Mr. Harpy: This is in further reference to your letter of February 7, 
1957, regarding the report, United States Aid Operations in Iran by the Com- 
mittee on Government Operations. 

Attached to this letter are our comments on the committee’s conclusions. 

In your letter you requested that I advise you of the measures taken by ICA 
with regard to those recommendaions relating to this agency, specifically, recom- 
mendations 3 and 7. While you did not request our views on the other five recom- 
mendations of the committee, I wish to point out that in our testimony before 
the subcommittee on April 4, 5, and 10, 1957, in connection with its hearings con- 
sidering the Review of the Budget Formulation and Presentation Practices of the 
International Cooperation Administration, and in the comments attached to this 
letter, we have expressed our views on certain aspects of the recommendations 
that were not addressed to this agency. 

With respect to recommendation 3, I fully agree that we should insure the 
timely availability, in the field, of competent personnel to assure the proper and 
efficient conduct of our programs. We have recently initiated a new personnel 
system and are firmly of the opinion that this system will do much to insure that 
competent persons continue to be attracted to overseas service with this agency. 
In addition, this new system will provide for a more accurate forecast of staff 
requirements overseas and should go a long way toward implementing the com- 
mittee’s recommendation. 

Recommendation 7 requests that ICA identify individuals responsible for the 
“waste and lax administration” described in your report, “and take prompt 
action to insure that they shall no longer occupy positions of trust and authority 
in the expenditure of United States aid funds.” A complete study of the com- 
mittee’s report and related documents has been made by this agency and al- 
though we freely acknowledge that there were inadequacies in the administration 
of the Iran program and that mistakes were made, I do not believe that these 
mistakes were of such magnitude as to warrant the taking of the actions recom- 
mended by the committee. In my opinion, such deficiencies as did exist in the 
administration of the program stemmed in a large measure from factors over 
which our personnel had little or no control. I am firmly convinced that their 
efforts were consistently directed toward carrying out the overall objectives of 
the United States aid program, and that, under their direction, the major objec- 
tives of that program were realized. 

In view of the fact that you also requested comments from the Department 
of State on your report on Iran, I am taking the liberty of sending a copy of this 
letter to them. 

Yours very sincerely, 
JOHN B. HOLLISTER. 


COMMENTS ON THE CONCLUSIONS OF THE House COMMITTEE ON GOVERNMENT 
OPERATIONS CONTAINED IN THE REPORT, UNITED STATES AID OPERATIONS IN 
IRAN 


Conclusion No. 1 

“United States aid and technical-assistance programs in Iran which, between 
1951 and 1956, totaled a quarter billion dollars, were administered in a loose, 
slipshod, and unbusiness-like manner.” 

Comment: ICA has freely acknowledged that there were inadequacies in the 
administration of the Lran program and that mistakes were made. We believe, 
however, that the committee’s conclusion is so sweeping as to create an inaccu- 
rate picture of the operation of the Iran program. The conduct of this program 
may be evaluated fairly only when viewed in the context of the political and 
economic chaos that existed in Iran during a substantial period of the aid pro- 
gram. Despite grave obstacles to the conduct of a smoothly functioning opera- 
tion, and in the face of the physical danger to which the mission’s staff were 
subjected, it was the considered judgment at that time that the program must 
be carried forward to demonstrate United States interest in Iran and to fore- 
stall a threatening Communist takeover. 
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In commenting on these circumstances before the subcommittee (the Inter- 
national Operations Subcommittee of the Committee on Government Operations) 
on May 29, 1956, Under Secretary Murphy said: 

“In view of this situation there unfortunately was some wastage of supplies 
and at times a certain amount of disorder in the handling and utilization of 
American equipment. Furthermore, some of the programs were undoubtedly 
not as carefully prepared as they would have been in a more normal situation. 
Partly, as a result of the chaotic conditions under which the work was being 
carried on, it was not until the summer of 1954 that it was possible to put into 
effect the kind of effective inventory and accounting procedures which the sit- 
uation seemed to require. These procedures at the present time are fairly sat- 
isfactory although they are constantly being improved.” 

“We believe that it was wise for TCA to push ahead rapidly with the programs 
even though there might be administrative shortcomings with regard to them. 
Events in Iran during the period 1951 to 1954 are evidence of the correctness 
of this policy.” 

As the ICA and its predecessor agencies became aware of deficiencies in 
management practices efforts were made to correct them and, despite many handi- 
caps, not the least of which was the great difficulty in recruiting personnel to 
serve in Iran, these efforts have been productive. 


Conclusion No. 2 


“The so-called expanded technical-assistance program which began in Janu- 
ary 1952 and resulted in United States obligations of over $100 million in a 5-year 
period, was neither technical assistance nor economic development, but an ad 
hoc method of keeping the Iranian economy afloat during the years of the oil 
dispute.” 

Comment: This conclusion raises a fundamental philosophical question as to 
the purpose of United States technical assistance and economic assistance pro- 
grams. The committee seems to be implying that technical assistance and eco- 
nomic development assistance programs should be devoid of any United States 
diplomatic or political objectives. The committee appears to disapprove of the 
use of technical cooperation and economic development assistance to keep the 
Iranian economy from bankruptcy and forestall a Communist takeover of the 
country. We believe such a position is unrealistic and inconsistent with United 
States interests. 

The existing statutory provisions, under which economic assistance, including 
technical cooperation assistance and economic development assistance has been 
extended to Iran, contain the explicit objective of promoting the foreign policy 
of the United States, including assistance to maintain economic and political 
stability. An important objective of United States technical assistance and 
economic development assistance has been to aid United States diplomatic objec- 
tives and the legislative history surrounding the foreign assistance programs 
supports this position. 


Conclusion No. 3 

“The expenditure of technical-assistance funds during these years was under- 
taken without regard to such basic requirements of prudent management as ade- 
quate controls and procedures, with the inevitable consequences that it is now 
impossible—with any accuracy—to tell what became of these funds. The result- 
ing opportunities for waste and loss of funds was considerable, but the extent 
to which loss and waste occurred cannot be determined since management prac- 
tices and control procedures were so poor that records of the operation, especially 
in the early years, are not reliable.” 

Comment: It is true that due to circumstances pertaining at that time there 
were deficiencies in management controls and procedures but steps have been 
and are being taken to rectify this situation. 

In late 1950 the United States started a small scale point 4 program in Iran. 
A year later this program was expanded from approximately $2 million to $238 
million. This drastic effort to stabilize a nation crucial to our security was 
undertaken because of the economic and political troubles that beset Iran fol- 
lowing nationalization of the oil industry. In 1953, the aid program was again 
expanded from $23 million to approximately $70 million, this time in a necessary 
effort to support a new government that promised political stability to Iran 
within the framework of the free world. (Later in fiscal year 1954 an additional 
$15 million was added to the program. ) 

The course of events confirms the validity of United States actions during these 
fateful years; Iran, which has a 1,200-mile common frontier with the Soviet 
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Union, is a free nation, a friend of the United States, an important source of 
oil for the West, and a member of the Baghdad Pact. 

Needless to say, the type of organization necessary to carry out a small techni- 
cal assistance program was not equipped in size, skills, or experience, to cope 
with the rapidly expanding economic aid type of program that the United States 
found it necessary to mount in Iran, The difficulties in expanding the mission 
and changing its methods of operation to meet our rapidly evolving program 
concepts proved formidable. Because of overriding political considerations re- 
lated to the preservation of freedom in Iran, it was necessary to move ahead 
expeditiously, rather than wait until all of the normal management procedures 
could be established. 

The committee conclusion in referring to “opportunities” seems to imply that 
there may have been a wrongful diversion of funds. There is no evidence of any 
improprieties in the handling of United States aid funds by ICA or its predecessor 
agencies. 

In the light of experience the Agency has examined specific deficiencies and 
has continued to develop fiscal procedures and property records in an effort to 
achieve the most efficient and effective operation of the aid program. 


, 


Conclusion No. 4 


“Amounts requested for United States aid to Lran seem to have beeen picked 
out of the air. There is no evidence that they were based on advance study of 
what the Lranian economy needed, the amount it could absorb, or programs which 
could be intelligently administered by the United States personnel available at 
the time to expend the funds.” 

Comment: At best there is no scientific way for arriving at precise aid levels. 
In the critical emergency situation unfolding in Iran there was little time for 
“advance study.” Calculations were made on the basis of available information. 
As time progressed and more information and experience were accumulated, 
more exact calculations were made. As for the personnel available to administer 
the program, events could not be held in suspended animation until a full table 
of organization could be recruited. The decision was made, which events have 
fully justified, to risk some management deficiencies to achieve an important 
goal in the cold war; i. e., keep Iran and its important oil resources on the free 
side of the Iron Curtain. 


Conclusion No. 5 


“The conduct of the United States operations mission’s affairs appears to have 
been based on the assumption that as long as United States aid funds were spent 
promptly it was not a matter of great consequence as to what they were spent 
for. Members of the mission who openly objected to the uncontrolled nature 
of the operation were either disciplined or labeled as incompetent. To those 
familiar with the involved and time-consuming process for financing public 
works in the United States, in whole or in part with Federal funds, the cavalier, 
free-wheeling casual fashion in which huge sums of United States funds were 
committed in Iran must necessarily be shocking.” 

Comment: The allegation that it was not a matter of great consequence as 
to what the funds were spent for is incorrect. The fact is that both the mission 
and Washington staffs were constantly concerned with the development of an 
effective program for Iran. Similarly, the statement that mission personnel 
who objected to the alleged uncontrolled nature of the operation were disciplined 
or labeled as incompetent is inaccurate. Disciplinary action taken against 
mission personnel was in no case based upon their objections to the “uncontrolled 
nature of the operation.” The committee report cites only one case when a 
mission employee was disciplined. The record certainly does not indicate that 
this action was taken for the reasons suggested by the committee. 

While deficiencies did oceur, there is nothing in the record to justify the 
characterization used by the committee in describing the Agency’s commitment 
of funds. ICA believes it is incorrect to draw an analogy between the process 
for committing funds for peacetime domestic expenditures and for the cold war 
operation undertaken in Iran. 


Conclusion No. 6 


“The participation of Iran in sharing the expense of the program appears to 
have been little more than nominal, and it is clear that, from the Iranian stand- 
point, the program’s virtue was that it supplied a source of foreign exchange. It 
was not United States know-how but United States dollars which was Iran’s chief 
gain.” 
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Comment: As the committee has recognized, the financial and economic situa- 
tion which existed in Iran in fiscal year 1952 made any cash commitments or 
contributions by it impracticable; Iran did however, in fiscal year 1952 make 
commitments and payments of contributions in kind. In the years following, 
additional commitments, both in cash and in kind, were made by [ran in amounts 
which were considered at the respective times to be commensurate with its 
ability to contribute. 

Satisfying the country’s foreign exchange needs was an important foreign aid 
objective. Another important objective of the foreign aid program was to supply 
budgetary support and technical assistance. 

Certainly these different objectives were not mutually exclusive. Iran had 
need for several types of economic aid and the United States aid program was 
designed accordingly. Making available American know-how was one of the 
objectives of the program and it is believed that the pure technical assistance 
aspects of the program have made a significant contribution to Iran. 


Conclusion No. 7 


“Under the expanded operations begun in 1952, about $10 million in direct 
aid was furnished for a series of industrial or capital improvements projects. 
Under statutory criteria the eligibility of the projects is questionable. United 
States officials sought to justify these expenditures on the grounds that the 
various plants involved were not only badly needed for the economy of the 
country but would supply excellent demonstrations of the feasibility of such 
undertakings. However, the more important of these enterprises still are not 
fully operating after 4 years, due to poor planning and faulty engineering. Thus 
their value in terms of economic development has been almost nil, and as 
demonstrations they appear chiefly to be monuments to a fumbling aid 
program:” 

Comment: Perhaps the most appropriate comment that can be offered to the 
committee’s suggestion that the statutory “eligibility of the projects is ques- 
tionable” is the opinion of the Comptroller General of the United States, which 
was given to the Subcommittee, and states in part that, “we did not imply, 
directly or indirectly, that the expenditures were illegal.’ (The expenditures 
referred to in the Comptroller General’s opinion were for the industrial 
projects alluded to by the committee. ) 

The committee selected approximately 15 projects to which United States 
funds were committed and points out that after 4 years the more important of 
these are not operating. The committee concludes this resulted from “poor 
planning and faulty engineering.” 

However, the majority of the 15 projects mentioned have now been com- 
pleted, while work on the remaining projects is continuing. In addition to the 
specific projects discussed by the committee, it should be noted, in order to ob- 
tain a balanced picture of United States aid operations in Iran, that there are 
a large number of other industrial or capital projects to which the United States 
aid program has importantly contributed. These include installation of an air- 
way navigational control system and modernization of airport facilities which 
now are used by regular international airlines, installation and modernization 
of a telecommunication system, extensions to the Iranian National Railroad, and 
many other projects which have and will continue to help Iran’s economy. 

It should also be pointed out that the “poor planning” referred to by the com- 
mittee pertains in large measure to projects already undertaken by the Iranian 
Government, which had suffered from the cessation of oil revenue. The United 
States role in these projects was, initially, to attempt to maintain employment 
and implement an Iranian-planned and engineered program already underway. 

The degree of United States engineering scrutiny would have been, and is, far 
more thoroughgoing with respect to projects with which the United States is as- 
sociated from their inception. Hindsight does suggest that some of the proj- 
ects—while highly useful at the time on political grounds—did not make the im- 
mediate economic contribution to the Iranian economy that had been then antici- 
pated. This experience will not be lost on the Agency in the event similar situa- 
tions arise in the future. 


Conclusion No. 8 


“A major effort on the part of the United States mission in 1953 to promote 
the construction of a multi-million-dollar dam on the Karadj River has resulted 
in virtually nothing but the relocation, at a cost to the United States Government 
of nearly $3 million, of a road around the proposed site; while not only has there 
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been no construction started on the dam, the Iranian Government has not even 
concluded a firm contract for its financing.” 

Somment: The mission did not take unilateral action to promote the con- 
struction of the Karadj Dam. It had been the desire of the Iranian Govern- 
ment for a number of years prior to the start of the United States aid program 
to construct Karadj. Studies as to the feasibility of the dam were begun by the 
Iranian Government in 1944. Additional studies were made for the Iranian 
Government in 1946 by the Morrison-Knudsen Co. and in 1949 by Overseas Con- 
sultants, Inc. 

Based on favorable findings resulting from these studies, Iran, in 1949, entered 
into a contractual agreement with a French engineering firm to provide plans for 
the development of the Karadj River. In 1950 the French firm submitted a de- 
tailed report supporting the engineering and economic feasibility of a multipur- 
pose (water-irrigation-power) dam and also provided the Government with de- 
tailed construction drawings and plans for such a dam. 

On the basis of the French plan, the Iranian Government, in the fall of 1950, 
issued invitations to bid on the construction. No adjudication of the bids was 
made, however, because with the nationalization of oil in the spring of 1951, 
Iranian revenues were drastically reduced and there were no funds available 
for the construction. 

From the time the mission director assumed his position in November 1951, 
he was under constant pressure from the Iranian Government to assist Iran with 
its plan to build the dam. These pressures were resisted since it was felt at 
that time that a more diversified program would best serve the interests of both 
the United States and Iran. In the meantime, however, the mission did under- 
take an independent study of the dam’s economic and engineering feasibility. 
This study was completed in June 1953, and concluded that the Karadj Dam 
was one of the most important undertakings to which the United States could 
give assistance. 

When the Zahedi government came to power in August 1953, the Foreign 
Operations Administration was again asked to assist in developing the dam. 
It was the established foreign policy of the United States to assist the Zahedi 
government and it had attached great political importance to the construction 
of the dam. In view of this fact and since the results of the mission study ap- 
peared to support its feasibility and desirability, the decision was made to assist 
Iran with the project, and project agreement No. 73 was signed for the 
purpose of carrying out this decision. 

Upon execution of project agreement No. 73, technicians of the Foreign Onera- 
tions Administration promptly initiated intensive reviews and analyses of the 
French plons for the project. In the course of review and analysis certain ques- 
tions were raised regarding the French plan. 

As a result of these questions, the Foreign Operations Administration arranged 
to hove the United States Bureau of Reclamation review the project plans and 
designs. In anticipation of early construction of the first stage of the Karadj 
Dam nroiect. the Foreign Onerations Administration and the Government of 
Iran determined to proceed with the relocation of the Karadj-Chalous Highway, 
which was necessary in connection with the Karadj Dam project. 

In accordance with this decision, Emergency Aid Project Agreement No. 17 
was executed on February 17, 1954. The construction of the road was divided 
into three stages. The first two stages which were necessary in order to allow 
actnal construction on the dam to begin have been completed. 

The required engineering and economic studies were protracted well beyond 
the time anticipated. Final reports of the Bureau of Reclamation. for ex- 
ample, were not completed until January 1955, and the evaluation of this report 
by a board of consultants was not completed until May 1955. In May 1955, the 
Export-Import Bank, having been interested in the project by the Foreign Opera- 
tions Administration, sent a team to Iran to review it. 

The Export-Import Bank advised Iranian officials that additional work would 
be required before the bank could act on a request for financing. The Tranian 
fovernment subsequently engaged the Harza Engineering Co. to do the additional 
engineering work required. By October 1955, it appeared that Iran could ar- 
range for the financing and at this point ICA withdrew from the project ex- 
cept to assist the Government of Iran on technical questions when so requested. 

The Government of Iran presentlv has two contracts in force relating to the 
eonstruction of the Karadj Dam, neither of which involves ICA financing: 

(a) A contract between the Plan Organization and the Harza Engineering 
Co. for completion of the engineering studies ; 
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(bd) A contract between the Plan Organization and the Morrison-Knudsen 
Co. for completion of the required highway relocation. 

The historical background of this project is such as to leave no reasonable 
doubt that the Government of Iran intends to exert every effort to complete its 
construction, and Iranian officials are, as evidenced by the current contracts 
with the Harza Engineering Co. and the Morrison-Knudsen Co., proceeding with 
their plans to build the dam. 

As previously indicated, the first two stages of the road relocation which had 
to be completed prior to initiation of construction of the dam itself have been 
completed. Since there is no evidence that Iran will not build the dam, but to 
the contrary, every indication that it intends to do so, the road relocation project 
undertaken with United States assistance was a useful undertaking. 


Conclusion No. 9 

“Among the programs undertaken was one of supplying nearly $5 million over 
a 4-year period to support Iranian siudents who were completing their college 
training abroad. Involved in the program was a $2 million subsidy, through a 
special exchange rate for dollars, to the weil-to-do spousors and parents of these 
students. The nature and scope of the program were not revealed to the Con- 
gress and the Comptroller General has ruled that the expenditure of technical 
assistance funds for this purpose wus unauthorized.” 

Comment: In March 1952, due to a serious shortage of foreign exchange, the 
Government of Iran had to discontinue making foreign exchange available for 
Iranian students who were studying abroad. There were approximately 800 
such students in the United States at that time. The Minister of Education re- 
quested help from the mission to alleviate the unfortunate situation which would 
have resulted from the foreign-exchange shortage. It was not in the United 
States interest to have these 800 students abandoned in the United States or sum- 
marily to have packed them up and sent them home. 

It might be incorrectly implied from the committee’s conclusion that nearly 
$5 million of United States funds were improperly expended on the student assist- 
ance program. In fact the families and sponsors of the Iranian students in the 
United States under this program contributed local currency in exchange for the 
United States dollars made available. These contributions were, in fact, utilized 
in furtherance of other United States aid programs in Iran. 

The Comptroller General has taken exception to the expenditure of not $5 
million but to the expenditure of $244 million which, in his opinion was a loss 
sustained by the United States in using the official or negotiated rate of exchange 
rather than what he deemed to be the commercial rate. This issue is at present 
the subject of negotiation between the ICA and the General Accounting Office. 

It would appear that this conclusion is correct insofar as there does not seem 
to be any evidence that any reference was made to the student assistance pro- 
gram in congressional hearings. 


Conclusion No. 10 

“On top of annual grants of about $20 million for technical assistance, the 
United States began, in 1953, to supply supposedly temporary budgetary assist- 
ance to the Iranian Government at a rate of $5 million a month. In spite of 
the alleged temporary nature of this increased aid, the United States has con- 
tinued to make budget-aid grants and loans at about this same rate for 3 years.” 

Comment: It is not entirely clear what the committee’s premise is intended to 
mean. Aid was extended on an annual basis, not on a monthly basis. Viewed 
in this light, a 3-year period in the affairs of nations may well be termed “tem- 
porary.” Certainly the budgetary aid each year was extended on an ad hoc 
basis to meet the special circumstances obtaining in each of the 3 years. The 
committee fails to take into account the different circumstances which entered 
into the decision for extended budgetary aid. First, there was delay in reach- 
ing an oil settlement and consequently in the start of the flow of anticipated oil 
revenue. 

Second, there were continuing difficult economic conditions in Iran and finally, 
there was a start of the desired military defense buildup. 


Conclusion No. 11 


“United States control over what Iran did with this budget aid was practically 
nonexistent and the subcommittee notes that Iranian budget deficits increased 
rather than decreased during this period.” 

Comment: It is of course true that the United States did not “control” what 
Iran did with the budget aid provided. The decision was taken at the outset 
of the budgetary aid program that it would be neither wise nor consistent with 
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relations between friendly sovereign governments for the United States to at- 
tempt to control the Iranian budget. 

Accordingly, the policy of the Foreign Operations Administration was to pro- 
vide helpful guidance and technical assistance. To this end, a so-called planning 
table was developed. This table did not give the mission complete control over 
the use of such funds but did provide a vehicle for guidance, for obtaining in- 
formation and for checking on Iranian expenditures. The general problem has 
been studied by ICA and procedures for more extensive supervision of the use 
of funds of this type have either been issued or are in the process of issuance as 
manual orders. 

There were a number of reasons for the increasing budget deficits, i. e., the 
chaotic financial situation which the new government inherited when it came to 
power, the necessity for increasing the pay of the military forces to assure a 
security force loyal to the government and for adjusting the salaries of govern- 
ment workers on a cost-of-living basis. The above reasons plus a considerable 
defense buildup during the period in question and the delay in the resumption 
of oil-revenue payments as a result of the protracted period required to reach 
an oil settlement, offer a reasonable explanation for the increasing budget deficits. 


Conclusion No. 12 


“United States aid, alleged to be granted on the basis of austerity levels of 
Iranian Government expenditures, was utilized to pay for many extraordinary 
items, like the payroll of the National Iranian Oil Co. The fact that these items 
had not previously been considered appropriate charges against the government 
budget casts doubt upon the propriety of treating them as budget items to be 
supported with United States aid dollars.” 

Comment: The National Iranian Oil Co. was owned 100 percent by the Gov- 
ernment of Iran. The possible sources of revenue of the company would come 
from sales, loans, or direct government support. During the period in question 
the NIOC made no sales. Uncertainty as to the ultimate settlement of the oil 
dispute plus the financial situation of the government made loans unrealistic. 

In view of these circumstances, direct financial support for the company by 
the Government of Iran would seem to have been the only practical solution. 

It should be further noted that there is no inconsistency in an item being 
included in a budget for the first time and the concept of an austerity budget, 
given the development of important new circumstances. 

Further, as a general observation with respect to the propriety of the inclu- 
sion or exclusion of items in the Iranian Government budget, the committee’s 
own estimate is much in point, to wit: 

“* * * Tranian Government finance, involved as it is in the maintenance of 
many Government monopolies, some profitable and others not, is so complicated 
that even in less troubled times it has been difficult to identify what is strictly 
the Government’s operating budget and what is not.” 


Conclusion No. 13 


“Whatever Iranian efforts may have been made to solve their own difficulties 
through appropriate reforms in Government spending and tax collection, their 
successes in this regard do not appear to have been noteworthy during the period 
when United States aid was financing Iranian budget deficits.” 

Comment: It is true that the desired reforms have not taken place at the 
hoped for rate in spite of continuing United States urging and encouragement. 
There were, however, very serious political factors, which were explained to 
the subcommittee, during the hearings, which cannot be ignored when attempt- 
ing to determine the reasons for the Iranian Government’s failing to establish 
model budgetary and tax systems. The compelling political factors include the 
fact that during the period in question no government in Iran was strong enough 
to force adoption of tax reforms, and that it was not possible to reduce Govern- 
ment expenditures at this time since a significant portion of expenditures was 
for Government salaries, and to reduce salaries or cut payrolls would have placed 
in jeopardy a government friendly to the United States. 

During the last 2 years, the mission has emphasized the public administration 
aspects of its program with a view to assisting and encouraging the introduc- 
tion of fiscal and administrative reform. 

Part of the deficits could, undoubtedly, with better budgetary practices and 
an improved tax system, have been reduced. It is doubtful, however, that the 
deficits could significantly be attributed to tax deficiencies in light of the much 
more important economic considerations that obtained, e. g., delay in resump- 
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tion of oil revenues as a result of the protracted negotiations, added defense 
commitments, and other pressing governmental expenditures delayed during 
the period of economic and political tumult following the oil nationalization. 


Conclusion No. 14 


“Tran’s oil revenues are, and have been for some time, adequate to finance 
both the Government’s operating budget and their ambitious development plan. 
Thus, their chronic budget deficits appear to be an outgrowth of financial man- 
agement methods rather than lack of resources.” 

Comment: It should be noted that from May 1951 until the fall of 1954 the 
only gross income received from oil production was approximately $12.7 million 
received during the early months of 1951. This amount would obviously, during 
the above period, have been inadequate to finance both the Government operat- 
ing budget and the development plan. 

It should be noted that during the period subsequent to the oil settlement gross 
income fell below levels anticipated by the Iranian Government. Further, the 
committee ignores the extremely important political factors, described at some 
length in respect to conclusion No. 17, which made it next to impossible for the 
Zahedi government to divert oil revenues earmarked by existing legislation for 
development purposes to defray daily government operating expenses. On this 
matter, too, the United States Government did not stand idly by, but repeated 
representations were made through appropriate channels but these representa- 
tions were not able to overcome the internal political and legislative hurdles. 
Conclusion No. 15 


“A factor in continuing United States aid appears to be an aversion on the 
part of Iran to receive help in the form of United States loans even though such 
loans are feasible and Iran is in a good position to repay them.” 

Comment: The statement is historically correct but at the present time it is 
understood that this is not the policy of the Iranian Government. “Iranian aver- 
sion” to loans has been the result of past experiences with foreign loans, some 
of which are associated in the Iranian mind with “colonialism” and in foreign 
control over certain significant areas of the Iranian economy. 

During the time period which the committee had under consideration, it would 
probably have been political suicide for any government in power to have at- 
tempted to negotiate foreign loans. Under Iranian law such loans had to be 
approved by the Majlis and any request for approval would have probably 
brought about the downfall of the Government. 

Since the oil settlement in the fall of 1954, Iran’s borrowings have increased 
from about $20 million (all owed to the United States) to a total of $225.9 
million and negotiations are presently under way to borrow an additional $137 
million. Since the oil settlement $65 million of United States aid to Iran has 
been on a loan basis. 


Conclusion No. 16 


“Each year’s allotment to Iran has been justified as a temporary measure for 
a given set of reasons which have changed each year while the level of aid has 
remained about the same throughout. Presentations to the authorizing and 
appropriating committees of the Congress have been vague and misleading. This 
may be due, in part, to the paucity of factual information available to those 
testifying before the committees of Congress. It may also be due to awareness 
that a clearer picture would have led Congress to reduce the program by elimi- 
nating items of expenditure which could not be reasonably justified.” 

Comment: It is inaccurate to state that each year’s allotment of aid to Iran 
was justified as “a temporary measure for a given set of reasons which have 
changed each year since the level of aid has remained about the same through- 
out.” First, it is inaccurate to state that “the level of aid has remained about 
the same throughout.” 

An examination of fiscal years 1951 through 1957 indicates that the total 
economic aid program for Iran varied considerably in each fiscal year, that is 
$1.6 million in 1951, $23.4 million in 1952, $23.2 million in 1953, $84.4 million 
in 1954, $74.5 million in 1955, $65.5 million in 1956, and $52.1 million in 1957. 
It should also be noted that within these total aid figures the amount of technical 
assistance, development assistance and defense support in each of these years 
varied considerably. Hence, the implication suggested by the committee’s re- 
port that a standard amount of assistance was established and rendered each 
fiscal year, irrespective of need, is without foundation. 
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The committee failed to take into account the changing political and economic 
situation in Iran. It was not at all surprising that the justification for aid levels 
in different years varied to reflect the then existing conditions. Certainly the 
succession of events in Iran, starting with the nationalization of the oil industry 
by Prime Minister Mossadegh, his overthrow by the Shah and General Zahedi, 
the economic chaos that Iran was plunged into as a consequence of these events, 
the movement of the Communists to exploit the situation, other consequences 
of the prevailing instability in Iran during this period, the subsequent success 
in coping with the political and economic instability in the country, due in part 
to the oil settlement and the return to production of the oilfields, the accession 
of Iran to the Baghdad Pact, and subsequent developments in the Middle East— 
all called for different levels of assistance and for different justifications. 

During the annual presentation to the Congress this agency has always made 
every effort to supply all the information which the interested committees have 
asked for so that it is difficult to understand the criticisms that ICA has been 
vague and misleading in its presentation. 

In addition, many of the comments submitted with respect to the following con- 
clusions, 17, 18, and 19, are also applicable to conclusion No. 16. 


Conclusion No. 17 

“Program presentations to the Congress have consistently failed to point out 
that Iran was and is.an essentially solvent country.” 

Comment: The meaning of conclusion No. 17 relating to the “essential sol- 
vency” of Iran is not entirely clear. If by “essentially solvent” the committee 
intends to say that in the long run Iran because of its petroleum reserves is a 
solvent country, this is a reasonably self-evident fact, and this must have been 
apparent to the Congress and its committees. 

However, if the committee is implying that the Technical Cooperation Admin- 
istration and its successor agencies withheld essential information as to Iran’s 
economic and financial position in an endeavor to mislead the Congress during 
the series of crises immediately preceding, during, and immediately after the 
seizure of the oil industry, and the subsequent settlement of the oil problem, 
then exception must be taken. The economic situation in Iran has been discussed 
time and again in the various congressional presentations. The political con- 
text within which the economic situation existed was also developed in consider- 
able detail before the congressional committees. Frequently, political consider- 
ations had a real and controlling impact on what economic or financial measures 
could or could not be taken by the Iranian Government. The earmarking of a 
significant portion of petroleum proceeds, for example, for the plan organization 
for development purposes instead of for budget support, was felt by the Iranian 
Government to be a sine qua non of its staying in power, and the United States 
recognized the substantial validity of this as a political fact of life. 


Conclusion No. 18 


“The use of the so-called illustrative method of presenting budget requests 
to the Congress is a major factor in the almost complete loss of control by the 
Congress over spending in this type of program. Under this system the Con- 
gress is given a description of a hypothetical program which might be carried 
out if requested funds are furnished. However, when funds are granted by 
the Congress, there is no commitment by the executive branch to expend them for 
any of the activities used as hypothetical illustrations.” 

Comment: ICA does not believe, as alleged in this conclusion, that use of the 
illustrative method of presenting budget requests “is a major factor in the almost 
complete loss of control by the Congress over spending in this type of program.” 
We also do not think that the description of an “illustrative program” as “a 
hypothetical program which might be carried out if requested funds are fur- 
nished” conveys an accurate impression as to what an illustrative program 
really is. And certainly, this conclusion, taken as a whole, gives no indication 
of why we present programs to the Congress which can be characterized as 
“illustrative” and what the practical alternatives to this method of presentation 
actually are. 

The illustrative programs which are annually presented to the Congress repre- 
sent the best judgment of the executive branch, based on the latest information 
available at the time of the presentation, with respect to the size and nature 
of the programs which will in fact be carried out in each country covered during 
the succeeding year, provided, of course, that Congress appropriates the funds 
requested. 
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The term “illustrative” may not be the best term to describe the character- 
istics of the programs which we do present to Congress, because they in fact 
do much more than simply illustrate the level and kinds of activities which we 
expect to carry out if the appropriations sought are granted. 

In many cases these illustrative programs reflect the exact activities and 
projects which are subsequently carried out, and where they do not do so, or to 
the extent that they do not do so, one or more of the following factors is usually 
responsible: 

(1) Subsequent to the time that the programs for Congressional presentation 
are formulated, new developments in a country (a) change the size or nature 
of the requirements which, in terms of United States interests, it is desirable 
to meet in that country or (0b) create requirements where none existed before. 

(2) Subsequent to the time that the programs for congressional presentation 
are formulated, the necessity, as a result of new developments, to meet new 
or added requirements in one country, as indicated in (1) above, necessitates, 
because it reduces available funds, the modification of programs planned for 
other countries. 

(3) Subsequent to the time that the programs for congressional presentation 
are formulated, Congress makes less or more money available for programs 
generally, or for particular programs, than the programs presented anticipated 
would be available, or, by other provisions (such as requirements for use of 
agricultural surpluses, loans, etc.), requires revisions in the illustrative pro- 
grams. 

(4) At the time the congressional presentation is made, the situation in a 
country is so fluid or uncertain that although the need for a program during 
the period covered by the presentation is clearly apparent, it would be impossible 
even assuming the possibility and the desirability of unlimited discussion of 
these mutters with country representatives, finally to determine the optimum 
size, or the most appropriate composition, of the program that should in fact 
be implemented some months later. 

(5) At the time the congressional presentation is made, any attempt to intro- 
duce a greater degree of firmness and specificity in the programs presented than 
is already present would require further prior negotiations and discussions with 
representatives of the other countries involved and these negotiations and dis- 
cussions would, in turn, as a result of the hopes and expectations that they 
arouse, repeatedly create situations in which Congress would be confronted with, 
on the one hand, the necessity of appropriating the amount requested or, on the 
other hand, the possibility, through a failure to so appropriate, of creating a 
political crisis and of placing the United States in the apparent position of break- 
ing what was regarded (or represented) by the officials of another government 
as a commitment. 

The “illustrative program” is, therefore, the product of the kind of circum- 
stances under which the mutual security program must be planned and imple- 
mented. It is an effort to give the Congress the best possible indication of what 
the program subsequently executed is likely to be, without, at the same time, 
either (a) disregarding the fact that the program, if it is to be effective in achiev- 
ing United States security objectives, must, through subsequent adjustments, be 
made responsive to a frequently changing world situation or (b) carrying advance 
United States negotiations, discussions, and arrangements with other countries to 
such a point of firmness that Congress has no practical alternative but to 
authorize and appropriate the funds sought. 

Turning now to the allegation that this method of presentation leads to “an 
almost complete loss of control” over the program by Congress, this Agency 
does not believe either (a) that such “loss of control” has occurred or (0b) that 
this method of presentation reduces the degree of control that Congress can 
exercise over the program through any other practicable method of presentation. 

Insofar as (b) is concerned, we believe that this method of presentation, under 
the circumstances described above and all factors considered, gives Congress a 
better opportunity to exercise effective control over the program than any other 
method that has been brought to our attention. But apart from this fact, we 
believe that there are, under the present system, extensive opportunities for Con- 
gress affirmatively to exercise control over the program. We note only a few 
of these here: 

First, there is the practice, now well established, of giving an accounting for 
our stewardship over past and present programs in connection with the annual 
presentation of our request for the succeeding year. 

Second, there is the requirement of section 513 of the Mutual Security Act 
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of 1954, as amended, which provides, among other things, for notice to interested 
congressional committees when any transfers are made under section 501 of 
the act or when “any other action is taken * * * which will result in furnish- 
ing assistance of a kind, for a purpose or to an area, substantially different 
from that included in the presentation to the Congress during its consideration 
of this Act * * *.”’ ICA follows the practice of submitting at least two reports 
a year in compliance with the last-mentioned requirement of section 513, In 
other words, any significant deviation from “illustrative programs” must be 
reported. 

Third, other sections of the Mutual Security Act of 1954, as amended, and of 
the Mutual Security Appropriation Act, 1957, require general and special reports 
to congressional committees or to Congress with respect to mutual security 
program operations. These, and the section 513 requirement for notification 
and reporting, particularly when coupled with the annual presentation and other 
continuing consultations with congressional committees, provide for frequent 
and extensive disclosure to Congress of what is being done. 

There is no objection to, and in fact the approved practice is to endeavor to 
provide as much “detailed factual information and justification of sums re- 
quested” as is practicable, given the dynamic and sometimes unpredictable 
developments in the foreign policy field. Certainly, the succession of events in 
Iran, starting with the nationalization of the oil industry by Prime Minister 
Mossadegh, his overthrow by the Shah and General Zahedi, the economic chaos 
that Iran was plunged into as a consequence of these events, the movement of 
the Communists to exploit the situation, and other consequences of the instability 
in Iran during this period, could hardly have been foreseen with any exactitude 
and would hardly lend themselves to the formulation annually of fully developed 
projects for which specific sums of money could be requested of the Congress. 

ICA believes that any attempt to require finally firmed programs and projects 
as the basis for congressional authorizations and appropriations for mutual 
security activities would introduce such a degree of inflexibility and rigidity as 
to make it next to impossible to operate an aid program which was responsive 
to changing requirements. It also believes that because the development of 
programs of such firmness presupposes extensive discussions and arrangements 
with other governments, such an approach, by frequently confronting Congress 
with the alternative of making the money requested available or accepting 
ad erse political repercussions in other countries, would reduce the control which 
it could, as a practical matter, exercise. 

Conclusion No, 19 

“Congressional control over expenditures in this type of program is further 
defeated by the fact that information supplied Congress on how funds granted 
on the illustrative basis were actually spent consistently omits the elementary 
facts needed for an intelligent post audit.” 

Comment: Most of the comments with respect to conclusion No. 18 are also 
applicable here. Further, it should be noted that Congress is being currently 
informed on ICA’s programs to the maximum practical extent. There cer- 
tainly is no conscious intent to omit “elementary facts” needed for an intelligent 
“post audit’ with respect to Congress in the sense of a formal audit of the type 
conducted by the General Accounting Office. ICA has made every effort to be 
‘ooperative and helpful with respect to post audits conducted by the General 
Accounting Office. 

Mr. Horiister. If you are going to conduct. the kind of operations 
we conduct sround the world in these countries, where we are dealing 
very often with people who do not understand government operations 
very well, where we try to work through the machinery of those gov- 
ernments because we are instructed to do that by law, we try not to 
be the big brother and do everything ourselves. We try to use the 
government machinery as well as we can. But we follow up to see that 
the end use is properly carried out and that all the financial activities 
of the government are adequate so there isn’t a lot of money lost or 
stolen. 

That involves a great deal of personnel. We have not felt that we 
have had adequate personnel to do some of the things as fast as we 
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would like to do them. That is one of the reasons we are asking for 
the increase in our administrative funds. 

Mr. Carnanan. I was going to say you were justifying your in- 
crease in administrative funds by the need of additional personnel 

Mr. Hoxuister. One of the things, yes, sir. Particularly in these 
areas. 

Chairman Gorpon. Mrs. Bolton. 

Mrs. Bouron. Thank you, Mr. Chairman. 

I have so many questions I don’t know where to begin, but T do 

want to rather underpin Mr. Vorys’ suggestion that it is very difficult 
for us to make any sense out of the projected matters when we know 
nothing of what you have done with what you have. 

I have searched in some of the areas that I have so far found avail- 
able. I have had my office digging out a few figures, but that isn’t 
the point—I don’t think it at all a matter of you blowing your own 
horn, I think you have a responsibility to this committee to come in 
here and tell us what you had last year and what you did with it. 

Mr. Hoxtisrer. Of course you know there is a 6-month report 

made by the President. It is one of our duties to prepare that re- 
port. It could be made a very, very thick volume, which then nobody 
reads. We have tried to make that report hit the high spots rather 
than try to get into too much detail. It is a very difficult decision to 

make. 

Mrs. Botton. I know you have to report to the President but I 
would think when you come to an authorizing committee you would 
really like to have us know something about it. We come here green, 
this morning. We take what you say. We haven’t had any way 
to analyze what you do come in with—all of which is good, it is a very 
clear presentation of the changes hg want to make in method and 
all that. My area in the world is Near East and Africa and I have 
spent a good deal of time on it and I would very much like to know 
what vou propose to do in Ghana, what you have done in Ethiopia 
and Liberia. 

Mr. Hotuister. You have had a chance to read the presentation 
books ? 

Mrs. Bouton. Yes, and it does not give me the answers to my 
questions. 

Mr. Houutster. That is another difficult question we have. 

Mrs. Botton. If you would take less generalization and give us more 
actual facts it would cover more of what we want to have 

IT would like very much to know whether in your evaluation of the 
emerging countries, of the African situation, whether you give any 
thought to the possible influence of your programs, of the Com- 
munists in Africa. I notice you have a program that provides train- 
ing in the American University of Beirut. That is excellent. but 
there are universities all through Africa desperately in need of funds. 
The Russians are already giving them money. They are already 
teaching the men of Africa. 

We are not getting into any of that to the degree that it seems to me 
we should and I hoped you would come through with a recognition 
of the situation in Africa and a suggestion to this committee that 
it mivht well be wise for us to get into the training of leaders in the 
emerging countries and the still up-in-the-air countries who don’t 
know where they are going. 
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Some of us who have been in Africa feel it is just a matter of a 
few years until Africa will definitely go one way or the other. That, 
to us, is a vital matter. 

Mr. Houuisrer. May I comment on that, Mrs. Bolton ? 

Mrs. Botron. Please do. 

Mr. Howtisrer. I am extremely sympathetic to what you say. I 
think it is one of the most important things to be done. 

I do not feel, however, that that is properly a part of the mutual 
security progré um as it has been planned : we are supposed to be work- 
ing in the economic field. There are other fields in which we could 
work. 

Mrs. Bouron. Yes; but you are giving to the Beirut University. 

Mr. Hotuister. We pay for the ‘training of our people, our techni- 
cians. If it comes to technical training, we can very well do it. If it 
is a question of general cultural training or education, we feel that is 
the State Department’s authority and we do not want to overlap in 
these areas. When it comes to the informational area, that isa USIA 
operation. 

In other words, we have felt throughout that our program should 
be limited to the economic side. 

Mrs. Bouton. I agree with you but I hope you will also listen a little 
bit to what I have said. The economic side of education in these coun- 
tries is a very important thing. 

Mr. Hotuisrer. In our technical assistance programs throughout 
the world we are emphasizing basic education because until you have 
a certain amount of that you are not capable of taking on the technical 
education. 

Mrs. Boron. Unless we give assistance in the training of leaders we 
are going to be out, which would be a serious matter. 

May I ask if you have used at all the work Mr. Richards did in the 
Near East on the Eisenhower doctrine, or is that something separate 
entirely ¢ 

Mr. Hotiister. We worked closely with that mission and have im- 
plemented every one of the recommendations except one which we have 
not implemented because the 15 days after the filing with Congress has 
not yet elapsed which is required by the law. 

As you probably know, Mr. Seager, the director of operations for 
us in that area, went with Mr. Richards to the Middle East, and he was 
his chief economic adviser for his activities. 

Mrs. Borron. On page 16 of your report you speak of the Hungarian 
refugees and what has been done there. On what basis as a country 
are we going in so heavily on the Hungarian refugees, or is that a 
State Department question ? 

I have had many complaints from my district about people who 
have been trying to get their families out of danger for years and 
they can’t understand why this terrific amount is being done for thie 
Hungarians. There are those coming out of Egypt as well as other 
places. 

Mr. Hottister. As you know, there are funds contributed to the 
ordinary refugee organizations and we are continuing those contribu- 
tions. 

The Hungarian matter came up in December and it was the decision 
of the Executive that emergency aid should be given, all of which was 
financed with ICA funds. 
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Mrs. Bouron. Otherwise you have money to do for the other refu- 
gees? 

Mr. Ho.uister. You see, it is a complicated thing, Mrs. Bolton, the 
way in which this help is given. We helped the Hungarian refugees 
by giving amounts of money to various existing organizations. I 
would rather not get into the question of why we went so far on Hun- 
garian aid and why other refugees were left in camps, but it was de- 
cided that these people should be looked after. 

I went along with the Vice President on his trip to Austria because I 
knew ICA would have to finance it and I wanted to keep the expenses 
down as far as I could. 

Some of the expenses went to increase the amount that ICEM got, 
some went to the relief program of the State Department and some 
went to relieve Austria. 

Some went to the United Nations’ High Commissioner and some 
went to the Red Cross societies. That was a rather complicated oper- 
ation. All we are asking for here, we have a tentative program of $10 
million more for the fiscal year 1958 to clean up the Hungarian refugee 
program which is also to some extent a question that has come up in 
Yugoslavia, as well. 

Mrs. Botron. Thank you very much for I do have to answer that 
question so many times. I just want to say again that I hope we could 
find some way to have the report of what you did with what you got. 

Mr. Ho.utster. We have a group of witnesses who will be coming 
here from all the different areas who will describe what work has been 
going on and what work we plan. 

Mrs. Botton. Is there any way we could have any of that before- 
hand so we can be intelligent? How can I ask questions about some- 
thing that comes in like this [indicating] ? 

Mr. Horzisrer. I will see what we can work out in the short time 
we have. 

Mrs. Botron. We all feel that time element very strongly. We have 
no information beforehand. We look at whatever comes to us and 
whatever we can. Usually our offices help and our staff helps, but 
it isn’t an intelligent approach to your report, of what comes from your 
staff and other people. 

Mrs. Ketty. Mr. Chairman—— 

Chairman Gorpon. Mr. Burleson is recognized. 

Mr. Burreson. I am also very much interested in that subject, Mrs. 
Bolton, and will be interested in hearing the details at a later date. 

Mrs. Keitty. Will the gentleman yield at this time ? 

Mr. Burteson. Yes. 

Mrs. Keitty. Would it be possible for us to get the statement of 
our witnesses 24 hours ahead of the hearings so we may question im- 
mediately ¢ 

Mr. Hoxutster. We will try to do that. 

Chairman Gorpon. It has been announced that the statements will 
be furnished 24 hours ahead. 

Mr. Burieson. Mr. Hollister, what is new about the fourth category 
of the program other than the amount, which is increased? It is 
called the special assistance fund, and it w as, I assume, the President’s 
contingency fund. What is new about it? 
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Mr. Hotzisrer. It is just in a little different category. It will do 
very much the same kind of thing that the President’s special funds 
have done in the past. Also some of the programs in this category 
will be the same kind of activities that we programed before, some in 
defense support, some in development assistance. 

When we say these categories are new, that doesn’t mean that every 
one of these programs is a new kind of activity. The development 
loan fund is the one which you might say is the newest in concept. 
The other newness is the way in which we make a dividing line in our 
activities so you understand a little better what drops into what cate- 
gory. 

Mr. Burueson. As a matter of fact, you can do most anything with 
that fund, can you not ? 

Mr. Houuisrrer. That was the theory under which the Congress gave 
the President discretion. Realizing that in this complicated work 
we have to have an emergency fund. 

Mr. Burvxeson. Out of that fund came the assistance for Hungarian 
refugees ¢ 

Mr. Houuisrer. Yes. 

The question came up at that time whether the President should ask 
for an additional appropriation for Hungarian refugees. 

[t was my recommendation that if we held it down we could do it 
with our existing funds and not ask for additional amounts. 

Mr. Burueson. This is something which is never clear to me and I 
would doubt it to be clear to many people: We are in a number of 
regional agreements. We have unilateral agreements. We are in 
NATO and SEATO, and now in the Baghdad Military Committee, 
et cetera. 

Now, we are talking about defense support and military assistance. 
How are these related to our regional and special agreements and that 
sort of thing in the military field ? 

Mr. Houutsrer. Well, the military assistance which goes to the 


p NATO powers, is, of course, a result of the understandings that have 
1 been worked out between our country and our allies under the NATO 
t planning. As you know, General Norstad appeared before you and 
r told you, I am sure, a great deal more than I can and much more effec- 


tively what NATO means and what it stands for. 
A substantial part of what we give in the military assistance field, 
of course, goes to NATO countries. 
Ss. We do not, however, give at the present time any more in the eco- 
e. nomic area to any of the NATO powers. 
When it comes to SEATO it is a somewhat different organization 
and someone from the military should explain it to you in detail. I 


of don’t believe you would want me to get into that fully, today. 
n- The Baghdad Pact we support, but are not a member of, except 


that we have just joined the Military Committee of the Baghdad Pact. 
They had a recent meeting on that subject and there again I am sure 


‘ill if you are interested somebody can come up and report on it in detail. 

Now, the Colombo Powers is another type of organization. That 
ory is a very loose organization. They have no secretariat, they have 
, is no real obligations, it is merely a way in which certain of the Western 
it’s Powers and certain of the Far Eastern Powers get together and talk 


over their economic needs. It is not a military organization. We do 
not give money directly through the Colombo organization because 
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there is no giving through the organization, but we do give, of course, 
substantially to those underdeveloped members of the Colombo group. 
Other western nations do. Any other organizations I will be glad 
to discuss with you if you are interested. 

Mr. Burieson. I am interested, and will be looking forward to 
having more information on these requests. 

Mr. Hollister, in your councils in the executive department has 
thought been given to including defense support or any type of mili- 
tary assistance, through the proposed development loan fund? 

Mr. Hotuisrer. Well, the development loan fund 

Mr. Burteson. I understand the concept of it. 

Mr. Houitsrer. Is there any idea of giving military assistance? 
Not at all. 

Mr. Burieson. Are there areas where defense support and military 
assistance could be on a loan basis? Could any part of this type of 
assistance be placed in the development loan fund ? 

Mr. Hotutsrer. There will be countries where we can give military 
assistance and also there may be a development loan fund in that 
particular country, but the difference is that the development loan 
fund will be used to try to move that country forward and develop 
it, whereas defense support is merely to, you might say, make up to 
that country what it costs them to keep their armies in the field. 

Mr. Burirson. I understand the concept of the loan, but the ques- 
tion is: Could that concept be broadened to include the purposes for 
which military support and assistance is now set up to accomplish ? 

Mr. Housisrer. We have this fund, which is called a development 
loan fund, and we feel it should be used for the purpose of assisting a 
country to improve its economic lot. Now, obviously—and this is 
what you may have in mind—if, by the use of the development loan 
fund, a country can so improve its economic situation and be in much 
better financial shape, they can, of course, more and more take on their 
own responsibilities of protection, and that would relieve us in that 
country of having to continue our defense support and our military 
assistance. 

To that extent the development loan fund might very directly effect 
what it would cost us in the other areas. Is that what you mean? 

Mr. Burieson. It would seem to me there might be some countries 
who, instead of our making grants under the heading of defense sup- 
port or military assistance, such assistance could be included in a loan. 

Mr. Hotutster. We are not required to put the defense support all 
on a grant basis. We may put defense support on a loan basis if we 
feel it is proper, just as we can with our special assistance provisions. 
It is not the same kind of activity as in the development loan fund. 

Mr. Burieson. Then we would have more or less two programs of 
loans. 

Are you interested in that question, Mr. Vorys? I thought you al- 
ways had been. 

Mr. Vorys. I am interested in all kinds of loans. 

Mr. Burteson. That isall. Thank you. 

Mr. Houuisrer. You should know that we do sell military equipment 
on credit. We have the fund available to sell it to a country and they 
repay us in certain cases. In fact, this bill provides for a revolving 
fund for that purpose in the military assistance for the purpose of 
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being able to sell a substantial amount of military equipment which, 
turn, would be repaid us within a 3-year period. 

Mr. Burteson. Thank you. 

Chairman Gorvon. Before I call on the next member I will announce 
it was our plan to continue with Mr. Hollister at 2:30 this afternoon 
in executive session, but due to the fact of the situation on the floor, 
we will not be permitted to sit in committee this afternoon, so we 
must adjourn this hearing af 12:30 and continue Monday at the usual 
time, 10:30 a.m. 

Dr. Judd. 

Mr. Jupp. No questions at this time. 

Chairman Gorvon. Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Hollister, you have made an excellent statement here this morn- 
ing. I congratulate vou. It is clear, logical, and eloquent. I agree 
with the program and I hope we all authorize and appropriate the 
amount you have requested. 

I want to join with Mr. Vorys in urging you to present. to the com- 
mittee and to the public the success that you have had in these various 
programs over the years. It seems that many who are opposed to 
programs of this type are engaged in what might well be called Opera- 
tion Misinformation and Misrepresentation. I think it would be very 
helpful if you could give us the successes you have had in the pro 
grams and give us the facts concerning some of these wild statements 
that are being made in reference to how mutual security is handled. 

Mr. Morano, Will the gentleman yield ? 

Mr. Merrow. I will yield. 

Mr. Morano. Thank you very much. That gives me a chance to ask 

few questions. 

Mrs. Keniy. Mr. Chairman, I would like to be heard before Mr. 
Morano. 

Chairman Gorpon. Mr. Merrow yielded to Mr. Morano. 

Mrs. Keniy. Iam sorry. I thought we were proceeding under the 
5-minute rule. 

Mr. Morano. Mr. Hollister, I direct your attention to the special 
assistance program. As TI understand, new is $300 million ? 

Mr. Hortisrer. About $100 million of it we have tentatively pro- 
gramed for the coming year, which is in the aaa ion books. 

Mr. Morano. This, I presume, is all grants; is that right 4 

Mr. Houutster. The amounts we intended to be programed in every 
case we expect to be on a grant basis. It doesn’t mean they have to 
be, but in this particular case the ones we are expecting to make are 
ona grant basis, I believe in every case. 

My staff points out there are 1 or 2 of those on a loan basis, but we 
would rather not mention the country and the amount for the reason 
that until we get these things settled, we don’t like to advertise ahead 
of time. 

Mr. Morano. I am a member of the Subcommittee on Inter-Ameri- 
can Affairs, and I am interested in Latin America. How many coun- 
tries in Latin America are already in your program and the ones you 
expect to program ? 

Mr. Houuisrer. We have a program in every Latin American coun- 
try except the Argentine at the present time, and we are discussing 
with them now the possibility of technical assistance. That doesn’t 
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mean we have a development program in every Latin American coun- 
try, but we have a technical assistance program in every Latin Ameri- 
can country. 

Mr. Morano. How about a special assistance program ¢ 

Mr. Houiisrer. We have them in a few countries. 

Mr. Morano. Which are those / 

Mr. Housasrer. There is no reason why they are not eligible. They 
are eligible. 

Mr. Morano. Can you name the ones where you have a program ? 

Mr. Housisrer. We have programs in Bolivia, in Guatemala, and in 
Haiti. 

Mr. Morano. Just those three, so far 

Mr. Houuisrer. Yes. Those are all we had up to this year. The 
Smathers-amendment fund of $15 million has been programed into 7 
different countries. I can give you a list of those. 

(The list is as follows :) 

Costa Rica, Paraguay, Chile, Panama, Ecuador, Peru, Honduras. 

Mr. Morano. Do you have any information on programs you have 
denied because they were not feasible or for other reasons ? 

Mr. Hotuister. I would have to check that. 

Of course, there isn’t a country in the world that wouldn’t be de- 
lighted to get all the money they could. I can’t tell you of any spe- 
cific request t for dev elopment made. 

Mr. Morano. Suppose a country asks for special assistance in a 
direct grant. Would you say, “We can’t give you a direct grant. but 
you are eligible for a loan under this program”? Would you offer 
that? 

Mr. Ho.uister. Yes. 

Mr. Morano. This takes the place of defense support ? 

Mr. Horzisrer. No, the present defense support is being split. The 
present defense support that we have in this year’s program and in 
past programs included in the actual defense sunnort—that is thet 
activity which went to keeping the armies of these countries in the 
field; it also had a substantial amount of development money in it and 
we have split that so that the new defense support will be solely what 
we consider is essentially in the military area. 

Mr. Morano. One more brief question and then I will be through, 
Mr. Chairman. 

Ts the amount of monev in the snecial assistance program for all 
of Latin America less than it was last year, or more ? 

Mr. Horraister. There is no allocation of any kind through special 
ass'stance. 

Mr. Morano. How about technical cooperation ? 

Mr. Hotrister. In Latin America it has increased, I think, a little 
bit over the current year. 

Mr. Morano. Do you call it defense support for Latin America? 

Mr Horrsrer. T+ has been called that up to date, but it has really 
been development aid. 

Mr. Morano. Is there more requested this year than was granted 
last vear? 

Mr. Horrtster. We could give you in executive session what those 
fionres are. 

Chairman Gornon. Your time is up, Mr. Morano. 
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Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Can you tell us how much is in the unexpended balance to date, for 
the total program ? 

Mr. Houuisrer. The unexpended balances that we estimate as of— 
the estimated expended balances in the whole program as of the close 
of this year will be $5,804 million. 

Mrs. Ketiy. That is as of July 1; is that correct ? 

Mr. Houutsrer. As of June 30, the close of the fiscal year. In addi- 
tion to that, there will be the $500 million that we have already re- 
ferred to which is unobligated. 

Mrs. Keitiy. That was my next question, Mr. Hollister. What is the 
total unobligated balance 4 

Mr. Houuisrer. At the close of the year the military will give you 
their exact figures. So far they have estimated this $500 million that 
you are familiar with. 

Mrs. Ketiy. I am asking for the total program at this point in your 
administration. Give me the military and the economic figures. 

Mr. Honuisrer. In the economic it will be something about $200 
million. 

Mrs. Ketiy. That is for economic. 

Mr. Hotuisrer. Yes. 

Mrs. Ketiy. What is your total unobligated balance under this 
program at this time because we haven’t divided this yet. 

Mr. Hotuisrer. You have asked for the total unobligated balance. 

Mrs. Keiuy. Yes. 

Mr. Hotiisrer. At the present time I can’t give it. I am estimating 
as of the close of the fiscal year. I gave you a figure as of the close of 
the fiscal year. Now that will be obligated but unexpended. Now in 
addition to what is obligated -but unexpended at the close of the pres- 
ent fiscal year there will be certain amounts which have not even been 
obligated as of the close of the fiscal year. 

That will consist of the $500 million with which you are familiar 
and there will be additional amounts, and I haven’t the recent estimate, 
that the military will give us on that. It will be some such amount, 
not large, and there will be a small amount in relation to the total 
availability in our economic programs which will not be obligated as 
of the close of the year which would be over and above that which 
has been obligated and unexpended as of that date. 

Mrs. Kretiy. Could we get those figures ? 

Mr. Horutsrer. They are all here in your presentation books. 

Mrs. Kenuiy. I know they are, but we have to search for them. If 
you will give us the answers to these questions: The total unexpended 
balance, the unobligated balance, and the amount undelivered this vear 
to date. 

Mr. Hotiisrer. We will furnish that. 








63S MUTUAL SECURITY ACT OF 1957 


(The information requested is as follows :) 
MutrvuaL Seourrry Program 


Estimated unerpended, unobligated, and unliquidated balances as of 
June 80, 1957 


{In thousands of dollars] 


Unexpended : 6, 504, 6S4 
Unobligated ‘ ‘710, 548 
Unliquidated (undelivered ) 5, 594, 136 


1Includes $25 million fiscal year 1956 and prior year nonmilitary funds recovered in 
fiscal year 1957. 

Mrs. Ketty. Then I would like to know, in reference to the defense 
budget, on page 11, you say nothing in this budget should create new 
problems. Do you anticipate the transportation costs should be 
borne in the defense budget of this new proposal as it will be carried 
out ¢ 

Mr. Hotutsrer. Iam sorry I did not understand the question. 

Mrs. Ketiy. What proportion of the administrative cost of this 
program will be borne in the defense budget ¢ 

Mr. Houutsrer. There will be no change between the ICA side of 
it and the ordinary defense budget. 

Mrs..Ketiy. Will the transportation cost be borne by the defense 
budget ? 

Mr. Houutsrer. I know of no plan of having any change made in the 
relationship between the regular defense budget and the ICA part 
of the defense budget. I have never heard of any suggestion that 
there be a change made in the relationships. 

Mrs. Ketty. Would you check them for me to be sure ? 

Mr. Hotuster. I will be ver y glad to. 

Mrs. Ketiy. When you are checking that, I would like to know the 
cost of the military—I would like to know the breakdown—of the 
cost of the military part of this program versus the economic, the ex- 
act military assistance to each country, the amount delivered, the 
amount to be delivered, programed, et cetera. 

Mr. Houuistrer. I imagine they can give you those figures. 

Mrs. Kexty. Well, the total of all of them you will have, I presume. 

Mr. Houuisrer. There will be a witness here from the Defense De- 
partment to answer all those things. 

Mrs. Keiiy. I thought as Administrator you might have it, Mr. 
Hollister. 

Mr. Houuister. We have figures they submit to us. 

Mrs. Ketiy. On page 11 where you are continuing the discussion 
of the development loan fund, the last sentence, “Funds loaned might 
be used to provide commodities to generate local currency.” 

In other words, we might have more local currency accruing under 
this provram: is that correct ? 

Mr. Hotuister. We undoubtedly will get local currency under this 
program upon occasion ; yes. 

Mrs. KeLLy. You are aware right now the United States has so 
much local currency in countries, as a result of Public Law 480 and 
other programs, that it is questionable when and how it can be spent 
for fear of increasing inflation in these countries. Now we will in- 
crease these local currencies. 
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Mr. Hotxisrer. If there is other local currency available, unless 
there is some reason we couldn’t get in on a loan basis, we would prob- 
ably use it. 

Let’s take an example like this: Let’s say we have Public Law 480 
currency available in some countries. We would probably want to 

use that in connection with some of these things rather than use dol- 
lar money out of the development loan fund, in those cases where 
local currency could do the job. 

Mrs. Ketiy. That is what I was going to ask you. The authoriza- 
tion under this will permit you to use the local currency accrued under 
Public Law 480. 

Mr. Houuisrer. We already have that authority and it would be 
our idea everywhere to integrate all these actions together. That is 
why I have said so dec idedly when I answered the “question of Mr. 
Vorys that I believe all these things must be closely integrated as a 
whole, all these operations in the field, in the economic area, so we 
use the resources of the United States in the best way we can. 

Mrs. Ketty. What control do you have over the funds in Public 
Law 480? 

Mr. Houtiisrer. When the sales agreement with a country is made, 
“ certain amount of the sales proceeds is by the agreement allocated 
to the 13 different categories or subsections of section 104 of Public 
Law 480. The greatest amount comes in subsection (g) which is one 
we administer, and which provides the local currencies which we are 
instructed to relend to the countries involved for development 
purposes. 

Now it would be very appropriate to use funds of that nature to 
supplement dollars coming from the Development Loan Fund to bring 
about the proper operation of the project in some countries. 

Mrs. Ketiy. I hope you are aware that there is so much local cur- 
rency accrued under Public Law 480, that the fear of inflation in these 
countries is very great. 

Mr. Hoxrisrer. I am fully aware of that. It is a very difficult 
problem. 

Mrs. Ketiy. Well, with this special fund of $300 million, what 
would be the total amount, in addition to the $300 million, that would 
be transferable ? 

Mr. Hoxuister. Well, the whole $300 million wouldn’t be transfer- 
able. Under the Presidential power, there could be as much as $100 
million from the special assistance fund used under the President’s 
special authority in section 401 of the act. 

Mrs. Kerry. How much? 

Mr. Houiistrer. $100 million; in addition, under section 401 (a), the 
President has authority to use up to $150 million of funds anywhere 
in the program, released from certain limitations of law. 

Now there also will be section 501 still in existence under which 
transfers could be made from one appropriation account to another, 
under ~~ limitations, which is the same as existing law. 

That, however, could not be done to effect the development loan 
fund. We may not transfer any sum of money into or out of the de- 
velopment loan fund. 

Mrs. Ketiy. Mr. Chairman, could we have a statement showing 
how much could be transferred in addition to that, in X number of 
dollars under each public law ? 
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Mr. Houuisrer. We could compare the present law to the new law. 
You would like that ? 

Mrs. Ketry. Under the old law and the possibility under the new. 

Mr. Houuister. To see what the transferable differences are. 

Mrs. Ketiy. Yes, that is right. 

Mr. Houuister. We can get that up for you. They are very much 
the same. 

(The information requested is as follows :) 


MEMORANDUM FRoM ICA ON PROVISIONS OF PRESENT MUTUAL SECURITY LEGISLA- 
TION AND OF THE PENDING MUTUAL Security ACT OF 1957 RELATING TO TRANS- 
FERABILITY OF FUNDS AND SPECIAL AUTHORITY FOR Usine Funps 


This memorandum is submitted in reply to a request from Representative Kelly 
of the House Foreign Affairs Committee for information outlining and comparing 
the authorities relating to transferability of funds under (1) the Mutual Security 
Act of 1954 as now in force, and (2) that act as it would be amended by the 
Mutual Security Act of 1957 proposed by the executive branch. 

In the existing legislation Congress has (1) provided authority whereby a 
limited amount of funds appropriated for one type of assistance under the act 
(e. g., defense support, technical cooperation) may, on the basis of a determination 
by the President, be shifted to use for some other purpose of the act, and (2) 
provided a limited amount of unearmarked funds which could be used for any 
purpose, or for certain specified purposes, under the act, thus providing a means 
for meeting contingencies and new requirements without taking funds away 
from previously programed requirements. Representative Kelly’s inquiry is 
construed as referring to both of these types of authority, and not simply to the 
authority for what would technically be “transfers” of funds. This memorandum 
compares both of these types of authority as now provided in the existing legisla- 
tion and as they would exist after enactment of the proposed Mutual Security 
Act of 1957. It is our conclusion that, taking into account the various changes 
proposed in these authorities, the pending bill does not represent an expansion of 
these authorities. If the Middle East resolution (Public Law 85-7) applicable 
to fiscal year 1957 is taken into account (it is not included in the ensuing discus- 
sion), the authorities for fiscal year 1958 would appear clearly more limited 
than those for fiscal year 1957. 


I AUTHORITY TO USE A LIMITED AMOUNT OF FUNDS FOR A PURPOSE OF THE AOT 
OTHER THAN THE ONE FOR WHICH ORIGINALLY APPROPRIATED 


A. Statutory transfer authority wnder section 501 of the act 

1. Eaisting legislation.—Section 501 of the Mutual Security Act of 1954, as 
amended, provides that, when the President determines it to be necessary for the 
purposes of the act, a limited amount of funds available in one appropriation 
account under the act may be transferred to another appropriation account under 
the act. Under this provision, not to exceed 10 percent of the amount in any appro- 
priation account may be transferred out of that account, and no account may be 
increased by more than 20 percent through such transfers. Under section 513 of 
the act, a report of each such transfer must be reported to specified congressional 
committees. 

2. Proposed Mutual Security Act of 1957.—The pending bill reduces this statu- 
tory transfer authority by removing from its coverage, both as a source from 
which funds may be transferred and as a recipient of transferred funds, one 
major segment of the mutual security program, namely, the development loan 
fund, which represents 13 percent of the total funds requested. 


B. Special Presidential authority under section 401 (a) of the act 


1. Eavisting legislation.—Section 401 (a) of the Mutual Security Act of 1954, as 
amended, now provides that in each fiscal year the President, when he deter- 
mines it to be important to the security of the United States, may take not to 
exceed a limited amount ($150 million) from any funds appropriated under the 
act and use such funds for any of the purposes of that act or other laws for 
which funds are authorized in that act. In so doing, he may waive requirements 
of those acts. Not more than $30 million may be allocated to any one country 
in any year under this authority. Under section 513 of the act, each exercise of 
this authority must be reported to specified congressional committees. 
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2. Proposed Mutual Security Act of 1957.—Under the pending bill the maxi- 
mum amount specified in section 401 (a), to which the authority of that section 
could be applied, would remain the same, $150 million. That authority would, 
however, be reduced in that it could not be used with respect to funds appropri- 
ated under one major segment of the mutual security program, the development 
loan fund (title II of the act). Under existing legislation the authority may be 
used with respect to any funds under the act. 


C. Other authorities 


1. Hvisting legislation—The existing legislation also contains a few special 
provisions on uses of funds which might be mentioned in connection with this 
discussino. Section 404 of the Mutual Security Act of 1954, as amended, author- 
izes use of joint control area funds (section 403 of the act) to meet responsi- 
bilities or objectives of the United States in Germany. Section 409 (d) of that 
act authorizes use of funds available under the act to pay ocean freight charges 
on shipments of surplus agricultural commodities. Section 415 of the act pro- 
vides that defense support funds may be used for assistance to certain interna- 
tional organizations. Section 201 (c) of the act authorizes use of development 
assistance funds to pay nonadministrative expenses of ICA in carrying out 
functions under the Agricultural Trade Development and Assistance Act of 1954 
(Public Law 480). And section 411 (c) authorizes use of $1.5 million of develop- 
ment assistance funds to meet administrative expenses of ICA in carrying out 
Public Law 480. 

2. Proposed Mutual Security Act of 1957.—The pending bill makes no sub- 
stantive change in the above-described authorities under sections 404, 409 (d), 
415 and 201 (c). The authority under section 411 (c) is eliminated. The bill 
includes a new provision authorizing a program of malaria eradication and pro- 
viding that funds available under the act, other than funds for military assist- 
ance and the development loan fund, may be used for this purpose ($23.3 mil- 
lion is programed for this activity in fiscal year 1958). 


II. UNEARMARKED FUNDS 
A. Ewisting legislation 

Under section 401 (b) of the Mutual Security Act of 1954, as amended, an 
amount of $100 million has been made available for fiscal year 1957 (a similar 
amount was made available for fiscal year 1956) which represents an unear- 
marked source of funds for meeting new requirements without having to divert 
funds from previously programed requirements. This amount is authorized to 
be used under section 401 (a) of the act, which means that it may be used only 
when the President determines it to be important to the security of the United 
States and is subject to the $30 million ceiling per country specified in section 
401 (a). Each use of these funds must, under section 513 of the act, be reported 
to specified congressional committees. 

In addition, the Congress last year provided slightly more than $100 million 


of unprogramed funds under title II of the act for use in Asia, the Middle Hast, 
and Africa. 


B. Proposed Mutual Security Act of 1957 


The pending bill provides the same amount of unearmarked funds for use in 
fiscal year 1958 under section 401 (a), $100 million, that was made available for 
this purpose in fiscal year 1957. Under the pending bill, this amount is made 
available under section 400 rather than section 401 (b), the latter section being 
repealed. 

An additional unearmarked amount of $100 million is also provided under 
section 400 in the bill, but on a more restricted basis than the funds discussed 
in the preceding sentence in that (1) it could only be used for specifically 
identified categories of aid (military assistance, defense support, technical ¢9- 
operation, and migrants, refugees and escapees) or for assistance to maintain 
or promote political or economic stability, (2) it would, when so used, be subject 
to the statutory requirements applicable to such categories of aid, and (3) 
no special authority to waive requirements of law applies to this amount. 
This is approximately the same amount made available without earmarking 
under title II in fiscal year 1957, although it is not limited geographically and 
can be used for somewhat broader purposes. The reasons for requesting it are 
set forth at length in the discussion of that section in the formal program pres- 
entation books as well as in the testimony before the committee. Section 400 
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also includes a further amount,of $100 million which, like funds requested under 
other regular categories of aid, is fully programed. 


(The following material has been submitted by ICA for inclusion 
in the record) : 


ICA Pouitctes AND ProGRAMS FOR THE ADVANCEMENT OF PRIVATE 
ENTERPRISE IN Arp-ReEcIPIEN'T COUNTRIES 


A Statement by the Director of the International Cooperation Administration, 
John B. Hollister 


BACKGROUND 


To set the framework for ICA policies and programs for the advancement of 
private enterprise in aid-recipient countries I would like to reemphasize three 
basic points. 

1. The fundamental importance of private enterprise in achieving development 
in the underdeveloped countries. I need not expand on the unique contribution 
which private enterprise alone can make (@) to the provision of sound economic 
judgments, management skills and a large-scale continuing capital flow available 
to underdeveloped countries; (0) to reductions in the need for continued invest- 
ment of United States public funds in these areas: and, (c) most important, 
to achieving genuine appreciation overseas of the advantages of a truly free way 
of life, including economic as well as political freedom. We have here the best 
possible antidote to all of the appeals of communism to the underdeveloped areas. 
We must utilize this great resource effectively. 

2. The great difficulties which stand in the way of rapid expansion of the rol 
of private enterprise in these countrics.—We are talking about free enterprise 
private capitalism as an economic and social pattern. The very words imply, 
at a minimum, the existence of some freedom, and some private capital, and 
some entrepreneurs. All of these basic ingredients are sorely lacking in many of 
the countries with which we are concerned. Moreover, many of the countries 
have little knowledge of how private enterprise operates. They are actively op 
posed to it, particularly to the extent that it involves foreign investment, because 
they associate it with their immediate past status of colonial dependence. More- 
over, from the point of view of the potential foreign investor, the inhospitable 
climate and general difficulties of investment abroad are contrasted with the 
many attractive opportunities for use of available capital and manpower at home. 
Altogther it is a long-term, uphill job to overcome these difficulties on both sides. 
It is not a field in which miraculous results can be expected overnight. 

3. The limited role which the United States Government as a whole can play 
in this field.—The basic decisions as to whether private enterprise will flourish 
in other countries must be made by local and foreign investors und by the foreign 
governments concerned. The United States Government, at best, can influence 
these decisions only in a limited way. However, it can undertake certain spe- 
cific steps to encourage, assist and catalyze desired actions; and, within the limits 
set by other policy considerations, can so utilize its own resources available for 
assistance to other countries, as to encourage and not discourage the growth of 
private enterprise. All of this together, however, is but a small part of the total 
complex of factors which are operating in this field. 


ROLE OF ICA 


Within this total feasible area of United States Government activity, respon 
sibility within the executive branch has been divided, by executive order and by 
a series of interagency discussions and decisions, among a number of agencies, 
primarily the Department of State, the Department of Commerce, and ICA. 

ICA’s particular responsibilities are of two interrelated kinds: 

1. Certain specific activities which we are directed by law and executive order 
to undertake. These include particularly: (a) the operation of the investment 
guaranties program, and (06) the finding of opportunities for United States private 
investment overseas. 

2. A more generalized responsibility which stems from section 418 of the 
Mutual Security Act to “foster private initiative and competition * * * and 
encourage the contribution of United States enterprise toward the economic 
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strength of other free nations through private trade and investment abroad, 
private participation in the programs carried out under this act.” 

The kinds of things which ICA can do in this more generalized area of re- 
sponsibility include making maximum use of our assistance programs, including 
local currency funds, to stimulate conditions under which private investment and 
enterprise can develop and operate effectively ; avoiding governmental financing 
of projects before full opportunity has been given for private financing; using 
foreign aid to assist the development of indigenous private enterprise ; emphasiz- 
ing assistance to the private sector of the economies of cooperating countries in 
our technical cooperation programs; and assisting in the development and 
financing of local capital markets and financial institutions abroad. 


RECENT ICA ACTIVITIES 


I would like to mention separately ICA’s recent activities of the two principal 
types mentioned above. 

We are authorized by Congress to offer three types of insurance or guaranties 
with respect to foreign investment: (a) insurance against nonconvertibility of 
invested funds and profits thereon; (0) insurance against expropriation, and 
(¢c) insurance against war damage or loss. In order that the United States Gov- 
ernment may be subrogated to the rights of the insured in the event that insurance 
must be paid, the countries are asked to enter into general agreements with re- 
spect to this program and must, of course, approve each individual case. 

With respect to war risk insurance, we are actively negotiating bilateral agree- 
ments with six interested governments, and on May 8 signed an agreement with 
Taiwan. ICA is currently working on the details of an insurance contract with 
that country and we are hopeful that this contract will be successfully concluded 
within the next few months. Country agreements as to other types of insurance 
have now been negotiated with 33 countries compared with 24 as of March 1, 
LOD. 

Insurance contracts issued since March 1, 1955, have amounted to about $69.5 
million as compared with $73.4 million in the 6 preceeding years. In the same 
period pending applications have risen from $152.5 million to $501.5 million. We 
charge one-half of 1 percent per year for each form of insurance, and have col- 
lected to date $1,907,000 in premiums and there have been no losses as yet. 

On the investment opportunities side, in the 6 months ending December 31, 1956, 
ICA uncovered 158 opportunities for United States investment overseas, which 
were transmitted to the United States Department of Commerce for dissemina- 
tion in the United States. We doubt that any Government agency without a 
large and expansive staff can be very successful in ferreting out investment 
opportunities. We can be of use in passing on those which we encounter in our 
work, particularly when they are brought to us for financing as proposed opera- 
tions of a host government. 

Now as to our general responsibilities to foster private initiative, the great 
bulk of our whole program helps at least indirectly to make private enterprise 
possible in the aid-recipient countries. Road projects, power projects; technical 
cooperation activities in health, agriculture, education and public administra- 
tion; and the financing of foreign exchange costs of bulk imports of food and 
industrial raw materials all help to provide the prerequisites for successful 
free enterprise. 

Within this total, a substantial share of ICA’s resources are going into projects 
which are of more immediate, although still somewhat indirect, benefit to private 
enterprise. These include such activities in the technical assistance field as the 
development of schools of business administration; vocational training schools 
to provide needed skilled workers; labor projects which are designed to develop 
modern labor management relations, productivity advice, and a wide variety of 
projects for the improvement of governmental services which in turn aid private 
industry. 

Finally, we come to ICA dollar and local currency resources which are benefit- 
ing private industry in an immediate and direct sense. There are a substantial 
number and variety of such activities. In our commodity import program, for 
example, a rough estimate is that in fiscal year 1956 we financed the foreign 
exchange costs of well over $100 million worth of capital goods which went into 
the maintenance and expansion of private enterprise in various cooperating 
countries. This was out of a total of $913 million of commodity financing of which 
almost $700 million went into consumer goods and raw materials. 
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On the project side of ICA’s' program, we have financed a wide range of tech- 
nical and development assistance activities in which private enterprise was 
the direct beneficiary. These included development of industrial productivity 
centers in many countries from Israel to Chile to Japan. We have helped to 
set up and finance local development banks in the Philippines, Taiwan, Turkey, 
Ethiopia, and India. 

Agriculture is of course the major economic activity in most of the under- 
developed countries and is a classic example of free enterprise. A substantial pro- 
portion of our total programs in these countries is aimed at direct assistance to 
farmers. 

We have been successful in arranging for an increasing proportion of the local 
currency resources under ICA’s control from Public Law 480 and other sources to 
go into the private enterprise field. Under Public Law 480 for example, ICA in 
cooperation with the other administering agencies, has applied this policy to 23 
loan agreements with 17 countries. Out of a total local currency equivalent of 
$832 million in loans, these countries have agreed to reloan $207 million of this 
amount to private enterprise. 

On still another front, we have financed a number of technical cooperation 
projects specifically aimed at assisting cooperating countries to improve their laws 
governing local and foreign investment. Lebanon, India, Pakistan, Korea, the 
Philippines, and Laos have asked for and received assistance in this area. 

One rough indication of the overall emphasis in ICA programs is that some 
36 percent of the people brought to the United States last year for training under 
ICA auspices were employees or officials of private firms and organizations. A 
majority of the remainder were government employees whose primary function 
was to provide direct services to private industry and agriculture. 


FUTURE PLANS 


Probably the most important new element in the mutual security program 
we are asking Congress to authorize is the development loan fund, a fund which 
will have continuing existence and for which we asked $2 billion for use over a 
3-year period. 

In this connection I stated to some 35 congressional leaders of both parties 
meeting with the President on May 9 as follows: 

“Another change which we hope will be brought about by the development loan 
fund is the bringing of more private capital into the foreign field. Our American 
system has demonstrated that private capital can operate much more efficiently 
and economically than can be done by government. Furthermore, the reservoir 
of private capital is almost unlimited and to the extent that it can be used it 
will make unnecessary the use of the taxpayers’ money in the foreign field. We 
are asking for authority to use the development fund for loans directly to private 
industry, as well as to countries either in conjunction with loans from government 
and banking institutions or independently. Such loans would be limited to 
those represented by fixed obligations.” 

Removal of the limitation which now makes it necessary to obligate our funds 
within 1 fiscal year should help greatly to eliminate the time pressure which has 
been one of the factors which has tended to load the dice in ICA programs in 
favor of public projects and against more complicated and time consuming pri- 
vate activities. 

On the ICA policy side, I plan to issue a new directive which is designed to 
strengthen and reinforce our long-standing general policy of not using ICA funds 
to finance any productive enterprise in the public sector before every opportunity 
to find local or foreign private financing has been thoroughly explored. 

Within these legislative and policy considerations we are considering a num- 
ber of new approaches on the technical cooperation side to help cooperating coun- 
tries appreciate the need and possibilities for more effective action to generate 
private capital, to stimulate and assist private enterprise, attract foreign invest- 
ment and steer United States aid and other resources to the encouragement of 
private activity. We are again reviewing means of helping in the making of 
investment feasibility studies, assistance in the formulation of private com- 
panies and training and assistance to small entrepreneurs. We are hoping to 
make greater use of contracts with United States business and trade organiza- 
tions in this program, similar to the way in which American universities have 
cooperated under ICA contracts to assist their academic counterparts in cooperat- 
ing countries. 
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(The following statements have been submitted for inclusion in the 
record :) 
AMERICAN ASSOCIATION OF UNIVERSITY WOMEN, 

STATE OF MAINE DIVISION, 
Waterville, Maine, May 25, 1957. 
Representative FRANK M. Corrin, 

House of Representatives, Washington, D. C. 


DEAR REPRESENTATIVE COFFIN: The State of Maine Division of the American 
Association of University Women wishes to express to you its support of the 
policies of a long-range foreign aid program, separation of military and economic 
aid, and increased financial support of the foreign aid program as a whole, as 
presented April 15, 1957, by the American Association of University Women in 
its statement in support of a strong foreign aid program, to the Special Senate 
Committee to Study the Foreign Aid Program of the Senate Committee on For- 
eign Relations. 

Studies prepared for the Senate Special Committee to Study the Foreign Aid 
Program, the draft report of the House Foreign Affairs Committee, the Fairless 
and the Johnston reports, and private studies such as the one by the Committee 
on Economie Development agree that the foreign aid program should be long- 
range and that the military and economic aid programs should be separated. 

With a long-range program it would be easier to have well-qualified personnel, 
who could look forward to a future of more than a 2-year appointment. An 
economic development fund operating through revolving loans could be developed 
that with enough starting capital would need replenishment only at long inter- 
vals, if the ratio of return on foreign loans keeps up as it is now. A long-range 
program would allow the World Bank, the Export-Import Bank and the Inter- 
national Cooperation Administration to coordinate their activities and carry 
on basic development projects, which none of these agencies could do alone. 
Countries that we helped with a 10-year project could realize that the aid program 
was not a momentary or relief operation, but of a type that would really help 
them to help themselves. 

As to the separation of military and economic aid programs, it would make 
the goal of each program more plain to the United States taxpayer and to foreign 
countries. Military aid justifies itself in terms of the national security, while the 
program of economic aid justifies itself first in terms of helping mankind im- 
plement the idea of the improvement of human life and only secondarily as a 
contribution to our national security and self-interest. When the 2 programs are 
forced to walk together under 1 umbrella, the competition and confusion of goals 
make at best for a wasteful, inefficiently zigzag path of action. 

The United States is able to give much greater financial support to the foreign 
aid program than it does at present. The increase per capita income last year 
was greater than the total per capita income of some underdeveloped countries, 
such as India. We now receive more money in repayment for loans than we lend 
in fresh loans. Our gross national product has risen to over $400 billion. Econo- 
mists’ estimates of our safe contribution to world economic development range 
from 1 percent to 4 percent of the gross national product, or from $4 billion to $16 
billion, instead of the half billion we now allocate. The same American people 
who commit $4 to $5 billion annually to agricultural subsidies are ready to invest 
much more than the present $400 million going to technical assistance and de- 
velopment assistance. The National Opinion Research Center at the University 
of Chicago reported in January 1957, that in its nationwide survey, 64 percent of 
those answering its questions thought United States foreign aid was of benefit 
to the United States, while 85 percent approved of foreign aid in the form of 
technical assistance programs. 

The more obvious reasons for United States foreign aid are the economic ad- 
vantage to us of countries whose people have enough income to buy goods from 
us, the political advantage of countries whose trade with us would make them 
hesitate to lose it through unfriendly acts, and the industrial advantage of help- 
ing the development, in underdeveloped areas, of sources of vital materials not 
available domestically. 

Aside from our ability to do it and the material gains for us, there are more 
important reasons for contributing as much as possible to Operation Bootstrap, 
or world economic development. The idea that man’s lot may be improved seems 
to have spread out over all the world, so that fatalistic acceptance of life as 
nothing but a misery of hunger, disease and ignorant superstition seems to be 
giving way to a demand for economic and educational gains that we huve been 
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favored to achieve already. Because of the economic and industrial achievements 
of the United States and the U.S. S. R., the people of the world are looking to 
these two nations for help in making the same sort of achievements. The United 
States must do all it can to help other countries in their Operation Bootstrap, 
if they are to accomplish this by an evolutionary process rather than attempt to 
do it by revolutionary action with its danger of totalitarianism and even atomic 
war. 

If given from a basis of Western and Christian principles of social respon- 
sibility and the brotherhood of man, our assistance would strengthen the unity 
of other peoples with us in this new striving for a better world. Lastly, we 
might gain by learning from others to replace in ourselves the hysterical, purpose- 
less kind of striving with some humble patience in the face of the more stubborn 
problems of living. 

Sincerely, 
Mrs. JANE S. Brrce, 
International Relations Chairman, 
State of Maine Division, American Association of University Women. 


STATEMENT IN SUPPORT OF THE MUTUAL SECURITY PROGRAM 


Submitted for the Record to The Foreign Affairs Committee of the House of 
Representatives by Dr. Meribeth E. Cameron, Chairman, International Rela- 
tions Committee, AAUW; Mrs. James W. Kideney, Chairman, Legislative Pro- 
gram Committee, AAU W 


The American Association of University Women is an organization made up 
of over 140,000 women college graduates, organized into 1,366 branches in the 
48 States, the District of Columbia, Hawaii, Alaska, and Guam. One of the asso- 
ciation’s major activities is to foster study programs which are carried on by 
its branches in fields such as international relations; a corollary activity is 
the pursuit of a legislative program which promotes the goals recommended by 
study groups. 

Acting upon the recommendation of its International Relations and Legisla- 
tive Program Committees, the association at its biennial convention meeting in 
Los Angeles in June 1955 adopted as part of its legislative program the fol- 
lowing item : 


“Support of a constructive foreign policy * * * designed to develop conditions 
favorable to democracy, economic well-being, security, and peace throughout 
the world, through such measures as * * * continuation of a sound technical 


assistance program.” 

Given this mandate and the responsibility for its implementation, spokesmen 
for the association in the past 2 years have supported the mutual security pro- 
gram in a variety of ways: through statements to the House and Senate of the 
84th Congress and to the Special Senate Committee To Study the Foreign Aid 
Program of the 85th Congress; through letters to the executive branch urging 
that its proposed budget for the fiscal year 1958 provide for an enlarged pro- 
gram of technical assistance and economic development; through cooperation 
with such investigating bodies as the Fairless committee. 

It is our conviction after serious study of the flood of reports on the United 
States aid program which have appeared in the past 6 months that the mutual 
security program is one of the bulwarks of American foreign policy and as such 
is worthy of the support and the tax dollar of American citizens. 

Our conviction is based on the following considerations: 

1. Not all of the world’s problems stem from communism though the 
skill of the Soviet Union in capitalizing upon poverty, disease, and political 
discontent wherever they exist may on occasion tempt the West into this 
oversimplification. In fact, the need of one-third of the world’s population 
for “help to help themselves” is universally acknowledged. The ability 
of the United States (with a per capita income which last year increased by 
a sum larger than the total per capita income of an underdeveloped coun- 
try such as India) to contribute such help is self-evident both to Amer- 
icans and to the rest of the world. 

2. American self-interest lies in helping to satisfy such needs and there- 
by channeling constructively the rising aspirations of new nations. For- 
eign aid reduces world tensions by evolutionary rather than revolutionary 
means; itis “preventive diplomatic medicine.” 
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3. The United States cannot “go it alone” in today’s world. Aid builds 
strong allies by complementing and supporting their will to independence 
with the dollars and equipment which will requires for survival. 

4. Foreign aid promotes the development of mature democratic societies 
whose fundamental interests are compatible with those of the United States. 
Sam Gompers’ adage that labor must have something worth conserving in 
order to function as a stable group in the social order has an application 
in the international world as well as the national society. 

5. American prosperity is inextricably woven into the fabric of the world’s 
economy. The United States can retain the standard of living which its 
citizens currently enjoy only if the sum total of world production—agricul- 
tural, mineral, industrial—is an expanding one. Foreign aid promotes the 
development of future raw materials for American industry as well as mar- 
kets for its products ; Americans are helping themselves by helping others. 

6. The United States cannot afford to allow the U. 8. 8. R. to monopolize 
credit throughout the world for such institutions as technical assistance and 
economic aid. These are fields in which the United States has pioneered ; 
for America to flag in its interest would be to lose the war after winning all 
battles except the last. With no fear that the United States will be caught in 
a blind dollar for dollar competition with the U. 8. 8S. R., the United States 
can and should continue to dedicate American skills to working with rather 
than against the revolution of rising expectations. 

The American Association of University Women is convinced that the mutual 
security program is sound in concept and in structure. We believe that it rep- 
resents no burden that the American economy cannot carry. We have urged 
in previous Congresses that the program be made more flexible and that its 
‘ontinuance be assured through appropriations of longer duration than 1 year. 
We are satisfied that the Mutual Security Act of 1958 represents advances both 
in the flexibility and in the continuity of the program. 

In our opinion any further cutting of the foreign aid program will represent 
false economy for which the Nation will pay dearly in the months and years to 
come. We respectfully urge, therefore, that the House of Representatives give 
full support to the administration’s proposals under consideration by the com- 
mittee and that it not agree to the cuts voted by the other body of the Congress. 


GENERAL FEDERATION OF WOMEN’S CLUBS, 
Washington, D. C., June 19, 1957. 
HOUSE FOREIGN AFFAIRS COMMITTEE, 
House Office Building, Washington, D. C 
(Attention: Legislation Staff Member.) 
DEAR Str: Enclosed is Mrs. Prout’s statement for the General Federation of 
Women’s Clubs in support of the mutual security program. 
We will appreciate it if you will bring this to the attention of the committee 
so that it may be incorporated in the report of the hearings. 
Thank you. 
Sincerely, 
Mrs. GENEVIEVE H. OSLUND, 
Research Director. 


STATEMENT ON THE MUTUAL SECURITY PROGRAM BY Mrs. R. I. C. PROUT, PRESIDENT 
OF THE GENERAL FEDERATION OF WOMEN’S CLUBS, BEFORE THE HOUSE FOREIGN 
AFFAIRS COMMITTEE 


I am happy to have this opportunity to express the views of the General Feder- 
ation of Women’s Clubs in support of the mutual security program. 

The General Federation of Women’s Clubs is an international organization of 
11 million women in the United States and its territories, and in 55 countries 
throughout the world. Our clubwomen have been interested in international af- 
fairs since before 1896 when we supported a permanent arbitration committee for 
settling international disputes. Our concern with world problems has grown 
significantly through the intervening years because of the emphasis upon study 
and discussion groups in our International Affairs Department, and as a result 
of widespread exchange of ideas through our overseas clubs which extend from 
Finland to Saudi Arabia and Greece to South Africa. 
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Beginning with the Marshall Plan which was endorsed by our membership 
in 1947, the General Federation has consistently supported foreign aid. Since 
1947 we have passed resolutions endorsing support of the Western European 
Alliance (1948); the Atlantic Pact (1949) ; technical assistance to economically 
underdeveloped areas (1950), and in 1953 it was 

“Resolved, That the General Federation of Women’s Clubs reaffirms its support 
of the principles of the United States mutual security program which is providing 
a system of collective defense, and economic cooperation for the free world.” 

The General Federation of Women’s Clubs is committed to supporting a pro- 
gram of economy in Government by convention action. But we also believe that 
the security and prosperity of the United States is tied up with that of other 
free nations and that our expenditures abroad for defense and economic de- 
velopment strengthen these ties for the mutual benefit of all. And we are con- 
vinced that it is both more economical and productive of greater security to 
share in a common defense with the free world than it could possibly be were 
we to attempt our own defense alone against International Communism. We 
can and should therefore, contribute to the military programs of those free na- 
tions who have inadequate resources for this purpose. 

Military defense, vital though it is, is not sufficient to bring about security 
and the peace which we all so earnestly desire. Many of the countries with 
whom we have joined in a common defense need encouragement and support 
to develop knowledge and skills so that they may make effective use of their 
resources. As a Nation founded upon the belief in the brotherhood of man, we 
believe it is our moral obligation to help free nations find ways to achieve 
freedom from want and to be able to look forward confidently to the blessings of 
independence. We believe the citizens of the United States are able and willing 
to suppert a foreign aid policy which is essential to their security and ideals. 

The General Federation of Women’s Clubs urges that this committee report 
favorably on the President’s budget request for the mutual security program 
of 1957. 


STATEMENT OF Paut D. THOMPSON, SrR., WASHINGTON, D. C., TO FOREIGN AFFAIRS 
COMMITTEE STUDYING THE MUTUAL SECURITY PROGRAM, ON THE RELATION OF 
FOREIGN AID AND THE MUTUAL SECURITY PROGRAM TO THE BUILDING OF INSTITU- 
TIONS OF PuBLIC ORDER ON THE EARTH AND A MATURE CIVILIZATION OF FREE 
PEOPLES—THE APPLICATION OF THE SocraL CONTRACT TO THE PEOPLES OF THE 
WorRLD 


Mr. Chairman, distinguished members of this committee, my efforts as an 
inventive thinker in human relations to Secure an action of people to enhance 
the great trends in human affairs and withdraw the support of the people from 
conspiracies of barbarism and the international institution of war is better 
understood in the Senate because my resources have been insufficient to inform 
few besides the embassies and a few Senators of a very great breakthrough in 
human relations that has been seeping to attention of earth’s leaders. I regret 
this situation because the elected representatives of the people should be the 
first to hear of any new approaches to the problems of government and life. It 
was only when the findings of a Rousseau were brought to the attention of the 
delegates by men like Jefferson, Hamilton and Franklin that our great free 
institutions began to take shape. Our exploration and our action now will shape 
the institutions which will mark a mature civilization in future years. I am 
not well understood because I have a dual role in this philosophical encounter. 
I must study the great trends and from this study draw conclusions based on 
facts concerning the shape of a mature civilizataion, in which the international 
institution of war and programs of oppression can have no place. I must also 
eall for actions and secure the participation of millions of people to enhance 
the great trends that exist, and the building of those institutions of public order 
to replace the defective devices. At no time can I hang my clothes on a hickory 
limb, and go through all the motions of the swimmer, without launching into the 
current. It is now only expedient to live, and to that pursuit there is no alterna- 
tive toswimming. It was the facing of the issues of our survival, and the instinct 
to protect the ones we love, that prompted my intervention in world affairs. I 
can now see the outlines of order and a place of security for our children and I 
will no more stop during my life, and tarry in some intellectual or spiritual cave, 
than you would tarry if you knew a loved one were in danger, and your diligence 
was needed to effect a rescue. We will have for our grandchildren the world 


KE 
K 


‘eC 


m 


on 
ial 

Iso 
ice 
ler 
ory 
the 
na- 
nct 


d I 
ive, 
nce 

rid 


MUTUAL SECURITY ACT OF 1957 649 


we build, and we will be more successful in the building, if we enlist millions of 
people around the earth, the young and the old, in the building of those institu- 
tions to gear the earth for life. To that great project there is now no bar except 
our inaction and the awarding of faith to devices that have failed through his- 
tory; that are remote from the needs of the people in the age of split-second 
death. 

In comtemplating those institutions we need in the world to dramatize the 
assembled philosophies of freemen and free nations, we must distinguish between 
those institutions which the nations can erect by conference and those small 
institutions intimately related to the needs of the people which must be built by 
the faith and participation of millions of people regardless of country, race, or 
creed. The institutions of both kinds that are built will replace the international 
institution of war and the power politics of the present benighted era and will 
subvert enterprises of oppression. For people will award their faith to those 
things which secure their security of livelihood, safety, worship, and freedom. 
There has been a serious misapprehension in the world regarding the place of 
formal government in world order, and some unwarranted premises have been 
strengthened by the power psychosis which the increasing range and ferocity of 
the weapons has imbued us with. This classic delusion the Hungarian people 
punctured but we still hang to it with incredible tenacity. Nations still aspire 
to be great “powers” when their aspiration means that they become a working 
part of a great land mine, that will explode the moment they use this power to 
alter their relative position in the world. We can now neither use force to en- 
large a philosophical enterprise nor to destroy one. The battle must be waged 
entirely in the minds and hearts of men, and it has been the tragedy of the last 
century that the determination was not made in 1848 to wage it there. 

The delegates to our own Constitutional Convention found no insurmountable 
obstacles to the achievement of public order and a social contract by formal gov- 
ernment alone. I believe the present obstacles to world federation are insur- 
mountable and I have good reason to believe that world federation is undesirable. 
It is desirable that the people of this earth have a chance to take part in a great 
reaction, to build a great council and a great foundation in relation to the common 
needs of men everywhere. No formal government power or strictures of written 
law are needed to give the world the benefit of invention and discovery for human 
good, nor would recommendation on those great matters which confront us need 
the power of government to secure the peoples’ compliance and support. No 
group or conspiracy of oppression’ could hope to thwart the desires of two and a 
half billion people in relation to a work furthered by men whom all trusted and 
revered—work for the good of all. In that world atmosphere these new national 
cultures would blossom like flowers in the sun, and men would put away the 
childish things that now consume their attention and turn their thoughts to 
making this earth a place to live, instead of a graveyard of the peoples’ hopes. 

I think it would be useful for your committee and the Members of the House 
to know a few of the thoughts that were running in my mind when I addressed 
a message to Moscow, February 22, 1955, in which I started the de-Stalinization 
campaign in the field of world philosophy. What, indeed, was I thinking of 
when I warned of the immense danger that threatened the people and combined 
it with an inspiration to build institutions of public order on the earth? I had 
read Khrushchev’s speech to the Chinese Communists. It seemed to me that 
there existed at that moment a grave danger of an overreach that would have 
destroyed the children of Russia and our children alike. Not because of any 
excellence of doctrine or philosophy but by reason of inventive genius devoted to 
enlarging a conspiracy by force the Communists were moving from conquest 
to conquest, concealing their weaknesses by successes in getting more people 
into the pens of serfdom, opposed by loose confederations of free states that 
moved in defensive postures from necessity, utterly without the means of a 
great counteraction to reach the people of Russia or the satellite lands in a 
philosophical enterprise that would enlist the support of people everywhere. It 
was a dismal picture for everyone, Khrushchev included. Like Hitler they were 
about to be consumed by conflagrations set going by their successes. I predicted 
the satellite revolt. I warned of the dangers of conflagration caused by the in- 
troduction of armaments into the undeveloped areas. You will find when you 
read this that I have covered all the things that have happened in the last 2 
years. In ending this important paper I wrote: 

“You who have mistook man’s destiny on this earth—there is one hope for 
you. Look into the faces of your children who have a right to life and freedom 
and like the great Confucius build a home—a home upon the earth where chil- 
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dren can develop their gifts for life. Let your people be free and give them the 
life and land they seek. In that great attempt you will find a destiny of hap- 
piness and true greatness on the earth, and little children will remember you 
when you are gone. The only measure of the greatness of a man upon the 
earth is whether he left the earth a better place.” 

Since I wrote the message to Moscow the balance has swung in favor of the 
people. There is indeed something growing on the earth. To consider mutual 
security and foreign aid in relation to the institutions of public order we are 
building it is necessary that you be informed of the methods of conducting the 
philosophical conflict and the progress that has been made in this field. In this 
field we need consider only those enterprises which will assure the victory we 
seek: We are building a world—not holding a line. Our victory will be a true 
victory for every nation and all the people—the Russian people included. I am 
glad that Khrushchey has consented to enter the philosophical conflict—the con- 
flict of ideas—for ideas are of little use unless the people approve of them and 
they are used. I am very sure the people approve of mine and I am very sure 
that Khrushchev and some of our leaders are using them. That is the reason 
my wife and I have sacrificed to get some inventive ideas to the attention of the 
world—to get them used and discussed. 

3y and large the Congress and the President have done a very good job—a 
very necessary job—of holding the line. In the philosophical conflict as related 
to help to and cooperation with underdeveloped nations we have done very well. 
In the philosophical field in relation to accelerating inventive ideas to build 
world order and defeat barbarism we have done very poorly indeed. In that 
field we must now boldly move ahead, in all enterprises where constructive 
activity may be engaged in. There must be more than a few voices raised in 
Congress for an international police force or supervisory force using the meth- 
ods of the London bobby. There must be an acceleration of the great council 
and great foundation idea so that refugee problems can be settled at once, and 
those folks given a chance to live. Their condition affronts our civilization. 
There must be a gradual trend developed toward an army of men trained in engi- 
neering, public order, and conservation to replace the insane concept of an 
army of pushbuttons, intercontinental missiles, and human robots that sepa- 
rates the army from the people and produces a condition where the armed 
forces have no relation even to the historical usages of war in settling jurisdic- 
tion of area, let alone any relation to security of life and property and institu- 
tions of the people. The institution of war has now become merely the mecha- 
nism for the suicide of a civilization. It is a totally obsolete institution, retained 
only by reason of the fact that no institutions of public order have been built to 
replace it. We must now build those institutions we need to make the great 
substitution needed in the pushbutton age. 

We can conclude that the people will carry on the third world war—the peaceful 
revolution of the people for dignity and freedom—in every country, and the 
jurisdiction established in each country will reflect the peoples’ needs. There 
will be change and that change will be a trend for more participation in govern 
ment, more conservation, and less budgeting for dangerous, useless armaments. 

I had a remarkable premonition when I wrote the message to Moscow. Events 
since that time have not altered the idea that the Communist leaders might 
themselves be the first to advance to a position of abolition of the international 
institution of war. Marx advanced two theories applicable in two different 
stages of the Communist conspiracy. One was that the revolution must be 
advanced by force, the other that in the final stages government would wither 
away and be replaced with the happy Communist state. Now Marx didn’t know 
about H-bombs, and Joe Stalin, and the fate of Hitler. By this time Zhukov 
and his associates have discovered that the prosecution of the Marxian thesis 
would mean the end of communism and the ruin of Russia. If the withering 
away process must be invoked now, good Marxians could accept it as a good doe- 
trine. We must understand that death in war and death in a prison camp mean 
the same to a Communist. Killing in war is to a Communist no less reprehensi- 
ble than killing any other way because he needs to set up no special code to pro- 
vide an out for the religious believer who must engage in war. Thus to Stalin 
the slaying of millions of people was not unethical. The need of the occasion 
demanded it and it was done. If the needs of the occasion had demanded that 
not a single person be slain in war or otherwise that decree would have been 
followed, too. 

Thus there is no bar to the Communist in adopting humanitarianism as a proper 
expression of the Socialist conscience, with the institution of war banned as an 
expression of Socialist philosophy. Such a move would catch the Christian world 
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in a preposterous position. I have reasons for believing that some such thing will 
happen in the not too distant future. The Communists have found Stalinism 
to be inconsistent with the success of their enterprise. They want to succeed. 
They need a haven in the affections of the people that they lack at present, as 
the Hungarians illustrated so well. They have discovered the embarrassing 
fact that people like to live, and they may accede to the desires of the people in 
the important matter. Thus we may witness the Kremlin adopting a policy of gov- 
ernment treating people just like people treat other human beings. They have 
the full power to initiate such a program if they desire to. We can hope that this 
is the way they will go instead of along the path that Hitler and Stalin fol- 
lowed. This matter would have an important bearing on the mutual security 
problem. 

I will touch only on 2 or 8 points in the mutual security program, that bear 
on the matter of public order in a new way. There is no use covering a field 
in which hundreds of specialists have more competence than I have. 

In giving military supplies to a country, it is important to know how that 
country fits into a future public-order setup. Since the real resistance to tyran 
ny in a small nation is found in its people rather than in airplanes and tanks, the 
military should be composed of an army close to the people, with those arrange 
ments that lead to national pride and competence in the keeping of order, The 
part the Arab Legion played in the affairs of Jordan is a splendid example of this 
We can consider that one day soon those hair-trigger arrangements with great 
weapons for engaging in the international institution of war or mutual suicide 
will be a thing of the past, replaced by real arrangements reflecting basic strength 
of confederations and peoples rather than military alliance. I have mentioned 
before in other places the trend that must be established toward armies of the 
people, equipped for keeping public order, for meeting national mergency, for 
engaging in conservation and engineering. The thing nations like Hungary need 
is an army of men close to the people and new, short-range weapons to disarm 
tanks and military personnel from dispersed positions. Our military people are 
thinking in terms of the past rather than in the terms of the world of the future 
the Hungarian and Polish patriots are building. The real defenses of the peo- 
ples’ freedom must reside in the people, not in intercontinental missiles which 
have no relation to anything except the imminence of Armageddon and a catas- 
trophe for the human race. 

Wherever the immediate situation warrants it, a nation should be encouraged 
to use the larger part of the assistance for conservation projects, and the smaller 
part for an elite corps to keep public order, to reflect the esprit de corps of the 
people, and to furnish trained men for the usages of the great council and the 
supervisory peace force of the assembly of the nations. Military equipment 
soon drains through the bottom of the bucket and is lost. Personnel and 
sound conservation build a sound future. New states like Ghana and Egypt 
should be encouraged in building armies and projects that meet the needs of 
the new age, and should not be encouraged to mortgage the peoples’ bread in 
copying the antique arrangements for public order of the great powers. I expect 
the small nations will lead the world in the last half of this century in creating 
those institutions and services which meet the needs of an earth geared for life. 
To accomplish our great task requires only our inspiration and our action, for 
we will have as willing partners the people of the earth. 

The following references may be useful: 

Senator Langer’s insertion in the Congressional Record, July 27, 1956, page 
13770: 

Letter to the Honorable William Langer. 

Wire to the Honorable Dag Hammarskjold on the Arab-Israeli crisis 
Conditional pledge for the great foundation. 

Survival. 

The children’s constitution. 

Two statements in the hearing record before the Armed Forces and Foreign 
Relations Committees of the Senate on the President’s proposal for the Middle 
East, page 547. 

A statement in the hearing record of the Foreign Relations Committee and 
members from the Senate from the Atomic Energy Committee on ratifieation 
of the International Atomic Energy Agency Treaty, page 248. 

A series of messages written to illustrate the work of the great council, in- 
cluding the People Wage Peace on the Earth, Manifesto in Favor of Life, and 
Message to the People of the Arab States and Israel, that have been distributed 
to the embassies and the State Department. 
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Mrs. Ketiy. We will have Mr. Hollister at a later date. 

Chairman Gorpon. Will you be available for executive session 
Monday ? 

Mr. Houuisrer. I will be out of town Monday. Could you make 
ita later date? Tuesday would be fine. 

Chairman Gorpon. We will get in touch with you as to the most 
convenient time for you to come back. Thank you very much, Mr. 
Hollister. You have done a fine job. 


(Whereupon, at 12:15 p. m., the committee adjourned to reconvene 
at 10: 30a.m., Monday, June 17, 1957.) 


x 


